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HOUSE OF REPRESENTATIVES. (Ex. Doc. 
I N^Ti. 10. 



EBVEHXTB. 



EEPOET 

SPECIAL COMISSJONER OF THE REVENUE 

Fm- the year 1868. 



in3 ordered to to 



Teeasttet Dbpaetment, January 5, 1869. 
Sir : I have the honor to present to you lierewith tlie report of the 
Special Commissioner of the Eeveuue, and respectfnlly ask the attentioai 
oi* Congress to its reeoaimendations. 

I have the honor to be, very respectfully, &c., 

H. McOCTLLOCH, Secreta^-i/. 
Hon. SoHUTinE Colfax, 

r Home of Eepresentmives, Wa^dngton. D. C. 
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In the Senate op the TTniteb States, 

January 12, 1669. 
Resohsd, Thni there be printoil for the use of the Senate ten thousand copies of the Report 
of the Special GommisaioBer of the RsvenuG, with tlio appendicoE coniplcto. 



In the House op Eepresentatites, 

Jantiarij ]9, 1R69. 
Rtsolned, Tbat twenty thoneana copies of the Keport of the Spediil CoroinisBionor of tho 
Rcremie, with the appendices complete, be niinted for the use of the Honse, tSid one thou- 
eand bound copies of the same for the use of the Treasury Department. 
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UEPOET 
SPECIAL COMMISSIONER OF THE REVENUE, 



TrbasuEtT Dbpaetmekt, 
Oppice op Speciai. Commissioner of the Eevtinub, 

Washington, D. 0., January, 1869. 

SiE : I propose in this ray third, anmial report, which I have the honor 
herewith to present, to aslc through you the attention of Congress to 
the results of a somewhat extendtwl investigation, iuatituted with a view 
not of establishing or confirming any particular theory, but rather of 
determining, tlirough the eeUeetion of positive data, what policy in 
legislation is likely to prove hereafter most advantageous to the reve- 
nue, and most certain to est-ablish the credit and Industry of the whole 
country upon a sound and substantial basis, 

Aa all reasoning in reapeet to the fatiire must necessarily be predicated 
upon the experience of the past or present, it is obvious that the first 
step or starting point of this inquiry is involved in the determination of 
tlie question as to what is 



The facta which constitute an aaswer to this question are to a consid- 
erable degree contradictory and paradoxical. On the one hand there is 
much that indicates that the country is rapidly recovering from tlie effects 
of the war, and resuming that wonderful career of progress and devel- 
opment which espeoiaUy cliaracterized its history during the period 
embraced in the thirteen years frem 1847 to 1360. On the other hand 
ijiere is another cla^ of fiwjts which as unmistakably indicate the 
existence of agencies which tend to aiTCSt or obstruct national deveIoi>- 
ment, and which foster speculation, idleness, extravagance of bving, dis- 
eonteut with moderate and slow gains, ha^te to be rich, and the spirit 
of trading as distingiushed from the spuit of production. 

It is proposed, iii the first instance, to briefly stat« the evidence in 
support of the ttrst proposition; and although this evidence has been 
presented in great part already by the Commissioner in his two pre- 
vious reports, yet a recapitulation of the leading elements of national 
wealSi, on which r^t the elements of national credit, can never be con- 
sidered as untimely so long as a distrust of the resources of the nation 
is for any purpose fostered and encouraged — particularly by persons 
holding official or other public positions. This evidence may be grouped 
as follows : 

FiEST ; Immigration. — From the Ist of July, 1865, td> the 1st oi Becem- 
ber, 1868, about 1,900,000 natives of foreign countries have sought a 
permanent home in the United States. Investigations made some years 
ago (since when the character of the immigration has greatly improved) 
sliowed that these immigrants bring with them specie or iisj equivalent 
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to the average amoont of eiglity dollars per head; ■while their average 
value to the country as producers caimot be estimated at less than half 
the average value of au ordinary laborer in the south prior to the war, 
viz: $1,000 each. Immigration, then, since the termination of the war, 
may 136 re.garded as having added $80,000,0(Kt durotly, and $500,000,000 
indirectly, to the wealth and refiourcea of the country. 

Sbooitoly; a gemeeal escebasb in the products of domestic 
iHDtraTBY. — The Commissioner is fully aware of the difficulties attendant 
upon the determination of estimates in this depaitment j prices, with the 
present in'e<leemab]e, fluctuating currency being wholly valueless as a 
measure: while a statement of quantities, to be strictly accurate, must 
be consiaered not only mth reference to quality, but aUo to the normal 
increase in production, which under all circumstances accompanies an 
increase of population. Kevertheless, the wealth of the country is its 
capacitj' for annual production; and an analysis of this production is the 
surest, and at present the only, available method of testing that wealth. 

Siwaldug generally, however, in the first iiistauee, the Commissioner 
asserts that all the available data tend to establish the following conclu- 
sions, viz : , That within the last five years more cotton spindles have been 
pat in oiieratioii, more iron furnaces erected, more iron smelted, more bars 
rolled, more steel msule, more coal and copper mined, more lumber sawed 
and hewn, more houses and shops constructed, more manufactories of 
difterent kinds staited, and more petroleum collected, refined, and 
exported, thim during any equal period in tlie histoiy of the coimtry; 
and that this increase has been ^ater l)oth as regards qutdity and 
quantity, and greater than the legithnate increa-se to bo expected from 
tiie normal increase of wealth aiul population. 

To support this general statement, the following specific evidence may 
be adduced; 

1, Cotton manvfacture. — The number of cotton spindles in the United 
States, according to the census of 18G0, was 5,235,727. From XS60 to 
1864 there was little or no increase of cotton machinery, but pcrasibly a 
diminution — many mills, under the great demand for army clothing, 
Iiaviug been converted into establisbnients for the manufacture of wool- 
lens. The number of spindles, hon-ever, at present in operation, is shown 
by the recent returns of the American Cotton MaiMifactorers and Plant- 
ers' Association* to be about 7,000,000, a gain of 31.78 per cent, in from 
foiu" to Ave years, and mainly since the termination of the wai in 1865. 

* The expefieocn of this association Htrikinglj illustrates the importauce as well as imme- 
diate practical benefits of organized and propeily condusteil inquiries in respect to speciaRies 
of industry. Thue, one of tho first stepn taken by tlie association relcrreti to, immedintely 
aJW its orp^anization in the spring dFI8G)j. was to useertala ddinitoly, through its members, 
the nnmbsT of cotttm spindles in operation iu t)ie country ; whicli numbar tEio most reliabhi 
ttad accepted estimates tken avMlable had placed at about 5,^10,000, Wlien tho returns 
sent in wraa collated, it was found that the number of spint^es aetually in operation was 
largely' iiic:fccss of prior estimates, and approximated or exceeded 7,000,000, a, oonclu^on 
nliich at onee led to anotber very important inference : for, making all dHO allowance for 
differenctn in the character of tho manufactured product, (fine work requiring less cotton 
than coarse,) it followed that tho mimmiim cossumpUon sf the raw material by the cotton 
raills of the United Stales could not have beeii mnch less, for the cotton year J8B/-'6e, than 
000,000 bales. The commercial returns of the receipts of cotton, published weekly, indi- 
i-ale<l, howoTer, a very mucli loss rate of consumption in the tlnited States i and even when 
eorroctcd on tho 1st ot September, the end of the uotlon yew, the qHaotity slated as having 
been eonsumed.was considerably less than what the retutns made to tho manufacturer^ 
asaseiation would indicate. 

This error has arisen from tho change in the system of transportation. ^Before the war f^ 
reoelpts at the ports afiarded a sufficiently accurate indication of the quantity of cotton doliv- 
Cd'ed by the planters, as very little cotton was then sent north by inland routes ; but it is 
uoweslimated that iromS5 to 35 pen cent, of the cotton consumed in the north is carried bj 
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An estimate, baaed on less i>erfect data, given in tlie last annual report 
of the Commissioner, fixed tlxia increase at only from 15 to 20 per cent. 
2. Woolhn. manufaeture. — Impei-fect statiatics, collected by tlie North- 
western Woollen Manufactiirers' Aasociatioii, show the increase in the 
woollen manufacture of seven States of the west, viz., Ohio, Michigan, 
Indiana, Illinois, Wisconsin, Iowa, and Minnesota, to have heen since 
1860 as follows: 
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3. Pig ironproditcUon. — In the department of iron indnatry the Commis- 
sioner would again call attention to the fact stated in his previous report, 
that the recent average annual increase in the production. of pig iron is 
remarkably uniform and greatly in excess of the ratio of increase of 
population ; the latter, at the present time, being assumed at about the 
ratio of inci'ease from 1850 to 1800, viz., 3^ per cent., while the annual 
increase in the product of pig iron, during the last five years, has been 
as follows : 

Annual product of pig iron from 1863 to 1868, 

Tods. Annual iucrcusa. 

1863 947, C04 

1864 1, 135, 497 19. 82 per cent. 

1866 1, 351, 143 9. 50 per cent. 

1867 1,447,771 7.16percent. 

1868, (estimated) 1, 650, 000 7. 00 per cent. 

For the seven years from 1860 (when the production was 913,770 tonsjl 
to 1867, the average annual increase has been 8.35 per cent. 

This increase is,in excess of the present average annual increase of the 
pig iron product of Great itritaiu, which since 1863 has been as follows 

Tons. Increase. 

1803 4,510,040 

1804 4,767,1)51 5.71 percent. 

1865 4,819,254 1.08 per cent. 



1S66 4,523,897 0.50 per cent. 

In France the annual product of pig iron was in 1866 1,253,100 tons, 
and in 1807, 1,142,800 tons, showing a decline of 110,300 tons. 

In Austria the official returns of the iron trade show a diminution of 
42 per cent, in 1866 as compared with i860; and of 60 percent, as com- 
pared with 1862. 

inland routes directly to th? mills, beinf; sent nortb via Memphis, Louisville. Cincinnati, &c., 
and thence by milroad to the points of consumption. 

The weekly commercial attitemeuts indlcnted a crop of little more than 2,300,000 bales i 
'bat when the fmnl correeUons were made, paTtially making allowance for the preyidus error, 
the crop statement was broaght up to abont 2,500,000 bales. In otier words, tho third free- 
labor crop of the conntrj- was 65 per cent, er more pf the average crop for tive years preceding 
the war; or, if we talte tho estimate of conauiiiption from the manufactuiers' voturna, it was 
nearer 70 per cent. 



b, Google 



4 EEPOET or THE 

4. Copper. — ^The product of tlie copper mines of Lake Superior from 
1860 to 18fi7j iacliisive, is returned, as follows :* 

Tona. 

mm 6,000 

1861 7,400 

1862 9,063 

1863 8,648 

1864 8,472 

1865 10,790 

1866 10,375 

1867 11,733 

During the same period the copper product of Great Britain lai'gely 
decUned, via : from 16,968 tons in 1860, to 11,153 tons in 1866, and 10,800 
tons in 1867. 

5. Felrolemn. — In 1862 the exjKirt of petrolenm was returned at 
10,8S7p701 gallons. Dtiring the years 1864 and 1865, with the advantage 
of a high premium on gold, the export increased to an average of about 
30,000,000 gallons. In 1867 the export was 67,053,020 gallons, and for 
1868 the export is retomed at 97,179,919 gallons. 

6. Goal. — The recent increase in the production of anthracite coal, which 
may be taken as a measure of the product of all American coal, is reported 
astbllowa: 1862, ?,499,550 tons; 1866, 12,379,490 tons: 1867,13,650,571 
tons : 1808, to December 12, 13,500,000 tons. Daring the past year the 
supply of anthracite coal has bees seriously afi'ect-ed by strikes and con- 
stant interruptions of labor; otherwise there is no reason to doubt that 
the aggregate product mined would have shown a much larger increase 
than lias been indicated. But as the case stands the increase which has 
actuidly taken place proves that the conditions of ahUity to consume — 
which conditions are mainly industrial — have not been impaired, but 
have increased during the past year in about a three-lbld ratio to the 
estimated increase of population. 

7. Lake tonnage. — The following table prepared for the Cliicago Board of 
Trade shows the recent increase of tonnage upon the northern lakes, 
(exclusive of canal boats,) for the years ending March 31, 1864, 1866, and 
1367: 

Vessels, Tonnage, Inoreaae. 

1864 648 202,304 

1866 997 251,077 24 per cent. 

lS07t 1,1«6 279,981 11 per cent. 

8. Consumption of sug&r aiid coffee.. — In Europe some measure of the 
prosperity of the people ean, it is believed, be obtained by noticing 
the rise or tail in the consxunption of certain articles which cannot be 
considered as belonging wholly to the catalogue of necessities, such as 
sugars, tea, coffee, &c. Making use of this standard, the followingresults 
are obtained: 

The average monthly consumption of imported sugars for the 11 months 

* Porta^o Lake Mining Gezette. 

tGratjtjing ns this increase ia, it slioulil not be concealed tliat the amonnt of tonnage upon 
the laltes is even now le»a Ihanin the early years of the war, via: 3862 and 1863. On (be 
otber hand, the aggregate tonnage, number of yessels, and of seamen, which cleared from* 
the port of Chicago for the year 18ti7, was greater th;in for any foimer period, as is shown by 
he following tnble : 

Vessels. Tonnn^ Seaman. 

1853 7,270 1,915,554 66,936 

18G3 8,457 2, 161, '231 76,332 

J864 ; 13,J40 S,51S,67« 106,344 



vodbyGoOgle 



SPECIAL COMMBSIONEB OF THE REVENUE 5 

endiug November 30, 1868, as iudicated by tlie diatribiitdou from tlie five 
principal Atlafltac portSj was 82,149,760 potiiids, f*s compared ■with 
70,088,480 pounds for the corresponding period of 1867, and 08,296,600 
I>ounds for that of 1865; -while the average monthly coiisnmptiou of 
coffee for 1868, deduced from the same data, has been 8,294 tons, as com- 
pared with 7,560 tons in 1867, and 5,999 tons in 1S6G. 

Thiedlt; The ooNTrauED m<;E,BASE in the agbtculttteal peo- 
DucT OP THE United States, whethbb measured by ycAHTiTv ob 
VALUE. — The aggregate crops of the northern States ibr 1867 were 
believed to be gi'eater than those of any previous year, while the crops for 
the past year are known to exceed in quantity and quality those of 1867. 

As speci&c evidence, a tew statistics ai'e presented which have recently 
been published on what seems reliable autiiority. 

In the State of Ohio the recent increase of sheoji, nogs, and cereals, 
is reported as follows: 

Number of sheep in 1865 6,305,796 

Number of sheep in 186S 7,580,000 

In the eight years last pastthesheep of Ohio are reported aahaviug mo ro 
tiian doubled, ' 

Number of hogs in 1865 1,400,000 

Number of hogs in 1868 2,100,000 

Cereal crops, including wheat, corn, and oats: 

Bushels. 

1865 107,414,278 

1866 118,061,911 

1868 141,000,000 

The commercial return of the number of hogs packed at the west since 
the season of 18(S4-6, is as follows : 

1865-'66 1,705,955 

1866^67 2,490,701 

1867-'68 . . : 2,781,084 

This latter number was, however, exceeded during the first three years 
of the war. 

The present ratio of the increase of the crop of Indian corn for the 
whole country is put by the beat authorities at an average of three 
and one-half per cent, per annum. The crop of 1839 was returned by 
the census at 830,451,707 bushels, and adopting the above ratio of 
increase, the crop of 186S, aclcnowledged to be a full one, must be esti- 
mated at 1,108,000,000 bushels, and if sold at the assumed low average 
of 46 cents per bushel, would net over $500,000,000. 

As respects the agricultural prodaets of the southern States, the 
returns collected by the Association of cotton manufacturers and planters 
before referred to, show that the crop of 1867-8 was at least 2,500,000 
bales, or about 65 i>er cent, of the average crop for the Ave yeai's imme- 
diately preceding the war ; while Ibr the year 1868-9 the estimates are 
generally in favor of 2,700,000 bales. The resultsof thetwoeropstipon 
the interests of the south will, however, be materially different. IXiriug 
the crop year 186(?-8 the south did not raise food sufBcient for its »wn 
subsistence, and a large part of the proceeds of the cotton of fli-it 



by Google 



b EEPOET OF THE 

year were need for the pnrchaise of food, and also to repay advances for 
the previoos purchase of stock and implements. This yean, 18G8-9, the 
south has raised food in excess of its necessities, and the proceeds of 
nearly the entire crop may be considered in the Ught of a surplus for 
fatdi-e development. 

The fbUowing are the estimated cotton crops of the south since the 
termination of the war: 1865-'66, 2,154,476 balesj 186(M67, 1,954,988 
bales; 18C7-'68, 2,498,895 balesj 186S-'69, estimated 2,700,000 bales. 

The culture of rice at the south, which at the termination, of the "n-ar 

practically amouBted to nothing, has also so fctr been restored that the 

product of the present year is estimated at 70,000 tierces; an amount 

probably sufficient for home consumption, and giving certain promise of 

, a speedy renewal of the former extensive exports of this article, 

The following is an estimate of the tobacco crops of the United States 
since 1850, prepared by a committee of the trade for the use of the Com- 
mittee of Ways and Means, at the first session of the 40th Congress; 

Pounflfl. 

1850 201,350,663 

1868 207,353,082 

1864 177,460,229 

1865 183,316,953 

1866 325,fl00;000 

1867 250,000,006 

FoiiHhly, railway extension and movement. — Tlie total number of miles 
of railroads in the United States at &>& close of 1835 was 1,098 ; at the 
close of 1867, 39,244 ; giving an average increase of 1,156 for each year 
of the intervening period. The annual progress of railroad extension 
during and subsequent to the war is shown by the following table : 

Miles. 

1860 1,846 

1861 C21 

1863 864 

1863 1,050 

1864 ... 738 

1865 1,277 

1866 1,832 

1867 2,227 

1863 {estimated} 3,500 

It will thus be seen that since and including the year 1865, the year of 
the termination of the war, nearly 8,000 miles of railroad have been con- 
structed In the United States, and that the present ratio of increase is 
more than double the average of railroad history prior to 1860, (viz: 
1,150 miles.) 

On the other hand the average annual increase of railroads in Great 
Britain from 1860 to 1865 was only 571 miles, imd in France during the 
same period 509 miles. 

An analysis of the i-ailway system of the United States, which has 
been made for the first time during the past year,* presents us, however, 
■with results which, were they uotfounded on incontrovertible data, would 
seem fabulous, 'nms the ratio of the gross earnings- to cost of the rail- 
roads of the whole country for the year 1867 was equal to about 21 per 

* Rise, ProgreEs, Cost, iiiiJ Earoiiiga of tLo Railroatis of the United States. — H. V. Poor, 
Hew York, 1803. 
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ceat.; for the northern States sibout 23 per cent. The railroads of the 
cotmtry, therefore, now receive their cost in a little more than tour yefirs, 
and this ratio of gross earnings to cost is steadily inereasuig with the 
inerease of the railway system and traffic of the country, 

Agaia, " the average number of tons of freight carried upon the rail- 
roa(£ of the country is estimated at 2,000 tons per mile of road. The 
tonnage of the railroads of Massachusetts, in 1867, equalled 3,812 tons 
per mile; that of the railroads of Ifew Yorlc, 3,100 tonsf ana that of 
Pemisylvania, 6,000 tons. The gross tonnage of the 39,284 miles of rail- 
road in existence at the close of 1867, at the above estimate, was equiv- 
alent to 78,568,000, and if we deduct from this amount 15,000,000 tons 
for coal and other cheap material, and an equal amount for duplications 
of the same tonnage on different roads, there will be left 48,488,000 tons 
of merchandise moved annually upon all the railways of the United 
States. At an estimated value of $150 per ton for this tonnage, the 
total annual value of tlie merchandise traffic of all the roads at present 
equals $7,273,200,000." 

The total amount of tonnage transported on all the roads of the country 
for the year 1S51, is estimated by good authorities at not exceeding 
10,000,000 tons. If trom this we deduct 3,000,000 tons for coal-and other 
cheap materials, and 1,000,000 tons for duplications, there will be left a 
merchandise tonnage of 0,000,000 tons in 1851, against 48,488,000 tons 
in 18G7. The rate of increase in this period, therefore, has been equal 
to 800 iier cent., and the actual increase 42,488,000 tons. At the esti- 
mated value of $160 per ton, the increase in me value of the railway 
inerehandise of the country in 10 years has been $6,373,200,000, or at 
tie rate of nearly $400,000,000 per annum. And it should also be noted 
that one-half of this total iucrease has taken place in the seven years 
that have elapsed since 1860. 

The increased movement on the railways of the United States, which 
in the main represents iucreased product, also affords some indication of 
the progress of the development of the country. Thus, the eamiags of 
the ten priucipal railway lines of the west exhibit for the first, ten months 
of 1868 (with a decrease rather than an increase of freight rates) a ^in 
of eight per cent, as compared with earnings of the corresponding months 
for the year 1867. Taking also the movements on the railways and 
canalp of the State of New York, which are known to be accurate, and* 
at the same time accessible, as a measure of comparison for the whole 
country, we find that the total annual tonnage increased from 7,138,917 
tons, in 1858, to 16.032,006, in 1868, an increase of 124 per cent.; while 
the annual value ot the tonnage thus moved increased from $486,816,505, 
in 1858, to $1,723,330,207, in 1867, a gain of 254 percent. 

An esamination of the railroad statistics of the whole country for the 
above period fui'ther indicates that dining the ten years above referred 
to, or from 1858 to 1868, the increase of tonnage moved on the railways of 
the United States has been at a rate stxteea Umes grmter tJuin the ratio 
of the increase ofpopuUttion. 

Telegraphic extmsion. — The recent extension of the telegraphic system 
of the United States is reported to be approximately as follows ; 

1866, miles of wfre 2,000 

1807, miles of wire 3,000 

1868, miles of wire 6,000 

REDUCTION OF STATE DEBTS. 

As affording some further indication of the material presperity of the 
country, the Oommisaioner, as in his former repsrt, would here call 
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attention to the progress which has been made (Jnring the past year in 
the reduction of the indebtedness of the several States, incurred in great 
part by reason of the war. Thns, for example, the reduction of tlie 
debt of the State of Hew Hampshire forthe year 1808 was 6.9 percent., 
of Vermont, 16,2 per cent, as against 7.7 per cent, in 1867, of Ehode 
Island, 13.7 per cent-j Conneeticut, 3.4 per cent., Kentucky, 21 per cent., 
Ohio, 4.5 per cent., Michigan, 6.4 per c«nt., andlndiana, 23 percent. Bur- 
iiig the years 1867 and 1868 the State of IllJnois reduced her debt 30.5 
l>er cent.; while Kew York, which has couii>aratively the largest State 
indebtedness, reduced her debt during the past year to the extent of about 
12 per cent., as compared with a reduction of 7.6 per cent, for flie year 
1867. West Virginia, Kentucky, lowa^ Wiscfaisin, Nebraska and Min- 
nesota have at the present time practically no indebtedness. T"or fur- 
ther information on the present condition of State indebtedness reference 
is made to the appendix of this report, mai'ked C. 

AaBNCIES CONCEKNED IN NAXIONAI, DEVELOPMENT. 

One subject at this point of our inquiry is well worthy of attention. 
It is this: To what agencies ai'e our seemingly fabulous national develop- 
ment to be attributed and to what extent especially ia it to be referred 
to positive legislation ? 

In answer to this it is to l>e said that all investigation clearly shows 
that these agencies have been mainly two, -viz: first, great natural 
resources in resi>ect to abundant and fertile territory, great natuxsd 
facilities for intercommunication, abundant and cheap raw material^ and 
diversity without insalubrity of climate ; and secoudly, a form and spirit 
of government which heretofoi-e has left man and capital, over an area 
almost continental, tree and unrestrained to work out their own devel- 
opment. Since 1840, especially, other agencies have come in as powerful 
adjuncts, viz: a continued influx of population and capital from the old 
world; a continued invention and apphcation of labor-saving machinery, 
and a most rapid extension of the railway system; which last, by giving 
a market to all the products of our mitional domain, has greatly stim- 
ulated the spmt of industry and enterprise. With tliese, also^ should 
undoubtedly be included the purchase of California and the discovery 
of gold ou the Pacific. 

As respects the relation of legislation by the national government to 
the results under consideration, if we except the adoption of a liberal 
policy in the disposition of the public lands, it is difflcult, at least for the 
period which elapsed between 1S40 aud 1860, to affirm much that is posi- 
tive, unless, in confomuty with the maxim, that that government is best 
which governs least, absence of legislation is to bo regarded in the light 
of a positive good. If important results followed the acquisition of 
Galifbmia, such results were certainly neither foreseen nor anticipated; 
whtl'e as regards commercial legislation, a review of all the feots cannot 
fail to suggest a doubt whether the e\'il8 which have resulted from insta- 
bility have not far more than counterbalanced any advantage that may 
have proceeded fh)m, the experience of a fluctuating policy. 

The Commissioner is well aware that this opinion will not be readily 
accepted by those who have been educated to believe that the indus- 
ti'ial and commereial prosperity of the country was seriously affected by 
the legislation which took place duiing the years which elapsed from 
1843 to 1846. But upon this point all investigation shows that the fiicts 
are entirely contrary to what may be regarded as the popular belief, 
which, indeed, in this particular, would appear to be based on little else 
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tban mere assertions, which, remaiuiug for a long time nuquestioned, 
iave at last EMiquired the force of a-ccepted historical truth. Thug, for 
example, it has been constantly asserted, both in Congresa and out of 
Congress, that the production of pig iron was remarkably stimulated 
under the tariff of 1842— rising from 220,000 tons in 1842 to 800,000 tons 
in 1848— and that under the tariff or 1846 the same industry was 
remartebly depressed. Now, these assertions may be correct, but the 
most reliable sfeitistics to whieh we have access, -viz: those gathered by 
the American Iron Association, instruct us as follows: 

Production of pig iron in 1830, 165,000 tons; in 1840, 347,000 tons. 
Increase in 10 years, 110 per cent. 
Production in 1845, 486,000 tonsj increase in 5 years, 40 per cent. 
Production in 1850, 564,000 tonsj increase in 10 years, 62 per cent. 
Production in 1855, 754,000 tons; increase in 5 years, 33 per cent. 
Production in 1860, 913,000 tons; increase in 10 years, 61 per cent. 

It thus appears that the great aonual increase in the production of 
pig iron took place prior t© the year 1840, and for 30 years was remark- 
ably uniform at the rate of 10 to 11 per cent, per anntun ; and that since 
then, no matter what has been the character of the legislation, whether 
the tariff was low or high, whether the condition of the country was one 
of war or peace, the increase of the production has be'en at the average 
of, about 8 per cent, per annum, or more than double the ratio of the 
increase of population. 

Again, as another curious illustration of an apparent misconception 
of the effects of past legislation uitou the development of the country, 
take the following paragraph trom the recent report of a Congressional 
commiliee: 

Ho buaicess niati of mature age aecci be reoiinded of tlie revulsion which followed in con- 
sequence of the free trade system of 1846 — the decline of prodnctiou, of im; 



i, of public or private revenue, until the calmination of the syslem in the tftriff of 1857, 
the memorable crises of that period; the general tain of manufacturers and mer- 
chants; Ihe suspended payments of the banksi the redaction of the treasury to the verge oi 



bankruptcy, and the unparalleled distresB among tie unemployed poor. 

How, with all due deference to the committee, the Commissioner would 
ask attention to the following statistics bearing on the question under 
consideration : 

Increase in the production of pig iron: In 1840, 347,000 tons; in 
1845, 488,000; in 1850, 564,755; 1855, 754,178; 1860, 913,770. 

Increase in the production of Pennsylvania antliracite coal: 1842, 
1,108,418 tons; 1846, 2,344,005: 1847, 3,883,309; 1849, 3,217,041; 1855, 
6,486,097; 1860, 8,143,938. 

Increase in the uomesticconsumptionof cotton, north of the Potomac: 
1840, 397,000 bales: 1845, 423,000; 1849-'50, 476,000; lS51-'53, 588,000; 
1855,633,000; 1858-'59, 760,000; 1859-'0O, 793,000. 

Increase in immigration: 1840, 84,000; 1845, 174,000; 1850, 310,000; 
1854, 427,000. 

Increase in pubho revenue: 1840, $10,000,000 ; 1845, $29,000,000; 1850; 
$53,000,000; 1855, $74,000,000. 

Increase of national wealth: From 1840 to 1850, 80 per cent.; from 
1850 to 1860, 136 per cent In 1854 the six per cent, bends of the United 
States, issued in 1S4S, commanded a premium of 21 per cent. 

Commercial tonnag-e of the United States: In 1840, 2,180,000-; 1850, 
S,C35,000; 1860, 5,353,000. 

Exports and imports: In 1840, $239,000,000; 1845, $231,000,000; 
1850, $330,000,000; 1835, $536,000,000; 1860, $763,000,000. 



by Google 



10 EErOKT OF THE 

Increase in sliip-boUding: 1S42, 129,084 tons; 1845, 146,018; 1850, 
272,219; 1855, 583,450. 

Annual increase of railroad construction: 1842, 491 miles; 1845, 256 
1847,660; 1849,1,369; 1853,2,452; 1856, 3,643 milea. 

In short, there does not seem to' be any reliable evidence which can 
be adduced to show that the change -which took place in the legislative 
commercial policy of the coimtry in 1846 had any permanent or marked 
effect whatever; while, on the other hand, the stndy of all the facts per- 
taining to national development from 1840 to 1860, and from 1865 to the 
present time, unmistakably teaches this lesson ; that the progress of the 
country through what we may term the strength of its elements of 
vitaUty is independent of legislation and even of the impoverishment 
and -waste of a great war. Like one of our o-wn might;y- rivers, its move- 
ment is beyond control. Successive years, like successive afftuenta, only 
add to and increase Ita volume; -\yhile legislative enactments and con- 
flicting commercial policies, like the construction of piers and the 
deposit of sunken wricks, simply deflect the current or constitute tem- 
porarj' obstructions. In fact, if the nation lias not yet been lifted U> 
the full comprehension of its o-wn work, it builds determinately, as it 
-were, by instinct. 

EFFECT OP THE -WAR IN CHECKING NATIONAL DE-VELOPMENT. 

What would have been the condition of progress during the decade 
from 1860 to 1870 had not tJie war intei^ened is a question that cannot 
be definitely answered; hut that many branches of production would 
have exi>erienced a development limited only by the amount of available 
capital and skilled labor cannot he doubted. Investigation shows that 
in many departments of industry the cost of skilled labor and of raw 
material in Great Btitaiii and the United States very elose-ly approxi- 
mated in I860: while the advantage in the cost of food of domestic 
production, and of cei'tain articles of imi>ort, such as sugars, teas, and 
eoilee, was largely in fa-\"X)r of this country. In 1860 Amoriean coarse cot- 
tons were obtaining the command of most extra-European markets. In 
1860, wooden ships, allowing for quality, could be hnilt cheaper in the 
United States than in any oSier country, although it is a noticeable fact 
tha.t, probably from an inability to supply the demand for iron vessels, 
the decline of the ship-huilding interest m the United States, so much 
commented on of late, really began several years before the breaking out 
of the war.* 

In 1800 copper in the i>ig was exported from the United States in 
profitable eomi-)eUtlou with the mines of Cuba and of South America; 
and evidence has also been presented to the Commissioner showingthat in 
some instances pig iixin was manufactured with profit at rates far lower 
than the average of Europe, while the purchasing power of the -wages 
paid for the same was considerably greater thau at present. 

But tho war came, briugiug nitli it certain inevitable results, and 
these results now constitute the per eonti-a upon the national ledger 
before referred ta - The feature about them which, in contrast with the 
facts above cited, seems couti'atlictory aud paradoxical, is that while our 
resonrees as a nation have, on the whole, continued unimpaired ; while 
we coiituiue to possess and enjoy the greatest area of fertile territory, 
the most unrivalled means of iutercommiinication, natural or artificial, 
and tho freest and most popular form of government; while the aggre- 

*Tlio lanteat amonnt of tonnage «onstmctcd in svay one year in om historj was in 1865, 
viz; Gf?;i,'ir)0 Ions. Prom this pei-iod construction began to aecliuB, being, in 1850,469,394; 
ier.7, ;{78,80j; J85S, 24^,237; 1859, J.5G,602; and ia 1S60, aliJ.ByS. 
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gate annual products of the soil have continually increased and not 
diminished, a.nd liioee of the anvil, the forge, the loom, and the spindle 
have also multiplied; there is, nevertheless, hardly a single domestic 
article or product, agricultural or mauufacttired, in behalf of which the 
claim, either directly or indirectly, has not been made within the last 
two years that the same could be produced to greater advantage or 
profit in some other country than the Uaited States ; increased protec- 
tion even being demanded for oil paintings, rough braiding stone, Indian 
com, fire-wood, bibles, and ice — the last to the extent of 15 per cent., gold; 
and this claim tie Commissioner is obliged to admit ia, to a very great 
extent, in exact accordance with the truth. 

Gsbe United States finds itself, theretbre, in the anomalous position ot 
a great nation, favored in many respects as no other nation upon which 
tie sun shines, unable to exchange its products on terms of equality with 
the products of any other counby; the marked exception being always 
its product or supplies of the precious metals. Inquiry is now to be made 
into tie causes to which these results must be attributed, and as to the 
measures which seem likely to prove remedial, avoiding m so doing, to 
the greatest extent iwssible, any repetition of the facts and arguments 
whl<Si have been presented by the Commissioner in his former reports, or 
by others who have discussed this subject; and aiming to present rather 
the results of a continued investigation and of an enlarged experience. 

AaEHCEES ADTERSE TO NAITOHAL DEVELOPJIEN'r. 

The immediate cause of the anomalous condition of affairs in qtiestion 
must imquestionably be referred to the greatly increased cost of nearly 
all forms of labor and commodities as compared with the price for the 
same that prevs^ed in the decade immediatelyprecedingthewar; whMe 
these in turn must be regarded as the resultant mainly of three agencies 
growing out of the war, viz: irredeemabU fa^er currency ; uTwqwal and 
kewey taxation, and a Umited supply of skilled labor, the last manifest- 
ing itself at the present time iu'.specialties rather than in general. 

INFLUENCE 01' AN lEEBDBElIABLE PAPEK CUREENOT. 

As the specific influence of the first agency has been of late so often 
and 80 thoroughly discussed, the Commissioner will only ask attention, 
under this he^, to a few points of presumed novelty or ijiterest; and, 
first, to a specific statement of actual experience, illustrative of the man - 
aer m which an irredeemable paper currency, or what is the same thing, 
a national abnegation of specie payments, unavoidably tends to desti'oy 
all profitable commercial relations with foreign countries in which trade 
aiud industry is conducted on a specie basis. The statement is fumisbed 
to the Commissioner by a manufacturer of furniture in one of the middle 
States, who, previous to the war, had built up an extensive export busi- 
ness to the west Indies, Central and South America, of a. variety of " cane- 
seated" and "cane- backed" fumitiire suited to warm latitudes. 

Thus on the 1st of March, 1861, gold and currency being at par, $1,600 
in gold possessed a purchasing power sufficient tfl obtain for tiie Soutli 
American imi>orter llli dozen of what are tei'med in the trade, " ordlwary 
square-post cane-seat chairs." About the 1st of tSaruiary, 1862, goMJjcgan 
to command a premium, and advanced during the next thre^ years wiith 
great rapidity. This movement was not, however, participated iu at Qvat, 
tff any considerable extent, by either labor or commodities, and in conse- 
quence the purehasingpowerof gold greatlyinereased; so muck so that 
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on the let of July, 186i the $1,000 gold.-wbicli m 18C1 bought lllj- dozen 
chfdrs, tJien bought 143 dozen. Under these circumstances, a-s was to 
be expected, trade increased, as the foreign purchaser found the Ameri- 
can market by far the best for his interest ; but from July, 186i, a move- 
ment commenced in an exactly opposite direction, gold receding and labor 
and ooramodities advancing in very unequal ratios. Tlwis in January, 
1865, the $1,000 gold, which four years previous had a purchasing power 
of 1H|^ dozen chairs, and on the lat of July, 1864, of 143 dozen, then com- 
manded but 126| dozen; in February, 1866, a stall smaller nsmber, via: 
91J dozen, and ultimately attained its minimum in January, 1867, when 
the purchasing power of the sum named was only 89| dozen. From tfiie 
point the purchasing power has gradually increased, and for the ,past 
year, 1888, has remained at the rate of about 102 dozen, or nine dozen 
Jess than could be bought with the same money in 1801.* 

The result has been that the foreign purchaser now goes to France or 
Germaoyj while the products of American industry, in the formof fumi- 
ture, being no longer available to exchange ior sugars, spicea, or dyewoods, 
gold has necessarily been substituted; and, to use the words of the man- 
ufiieturer describing his condition, "unless there is a speedy return to 
specie payments, custom will soon so fix the channels and currents of trada 
that ajiy attempt on my part to divert them will be Etttended with grea* 
difficulty;" and what has thus been shown to be Uie case in respect to 
the export trade of ike United States in furniture, may be accepted as 
true of almost every other manufactured product, which, as a nation, 
we were accustomed, before the war, to exchange for foreign commod- 
ities. 



' Tbe flttctuatioua in oriees atiove referred to are eiliibited in detail in the following tal»le ; 



Talle nhowins the purchasing power of gold as applied to chiiirs, Oprd 
se>it,)from March ^ 1861, to Jtdy 1, J8^. 
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mining, throngh the examination of all available data., a question of no 
little interest in connection with onr fntnre financial policy, viz : the rela- 
tive amoont of currency in use and required in the three commercial 
nations of Great Britain, France, and the United States. The detailed 
results of this investigation, which has been made at the request of the 
Commissioner, by Hon. George Walker, late bank commissioner of Mas- 
sachnsetts, are given in full in an appendix to this report, marked B, 
but in brief are as follows: 

Popular BBtimateB bare fixed tha ewculation of France at $30, and that of Great Britain at 
$25 a head. These estiraales are eiceSBive; a cai-cful corcparison of the best and latest 
antliorities tending tflabow that the circnlation of France, in eoinaad banknotes, does not 
exceed $18 34, and that of Great Brilain 815 50 a head ; while that of the United States in 
1860, before the fluapensioQ of specie paymentBjWaa about §11 19 a head, of the population.* 

But, in fact, population taa Tery little to do with the qnestion. The function of a cir- 
cnlatiog ntedium is to Biake the final exchanges of a country, and the amount required 
tberefor, depends on the amount and mobility of the country's wealth, and upon the extent 
of its domesticand foreign trade. The wealth of Great Britain is estimated at $40,000,000,000 ; 
while that of the United States on the same gold basis cannot exceed $20,000,000,000. Thus 
on the basis of property, were there no differeace in the nature of that propevty. Great Britain, 
wonld be justified in using a circulation twice as large as that of the United States. wKilo it 
is in fact only 31 per cent, larger. Bat there is also a marked difference in Ihe kind of prop- 
erty which constitutes the national estate, Great Britain baviog niuch less locked up in 
lands in an unproductive or partially producUve state, and fat more moTing rapidly tbrongh 
tbe channels of production and trade. This is made evident hy tlie statistics of her foreign 
commerce; her exports and imports being nearly $2,000,000,000 a year, while those of Sie 
United States we only about $700,000,000. On the basis of trade, therefore. Great Britain 
fvonld need three times as much currency as tbe Ucited States. 

The social condition of the British people also necessitates the use of much circnlatina; 
money. Thus, out of 30,000,000 of people, Professor Levi estimates that 32,000,000 consist 
of workers for wages and their families. 

France has a foreign trade of p ,400,000,000, or twice as great as that of the United States, 
while her circulaUng medium is only 55 per cent, g-reater. 

But these data, stiiking as they ai-e, ful to present all the elements of comparison. There 
fire circumstances of natioual condition and habits which largely affect the question of cur- 
reney. In England, above all countries, and in the United States next to Eoglaud, contri- 
Tftueoshave been adopted toeconomize the use of money. Of these bank deposits and clearing- 
lionses are the most familiar esamples; bnt all the instnimentalities by which tbe eicbariges 
have been quickened tend in the same direction ; so that the railroad, the express, the tele- 
graph and cheap- postage, have all led to the economizing of money. 

France, on tbe otber hand, is backward in all banking facilities, and this, together with 

Eolitical disquietude, and tbe peisistanoe iu old habits, have led to an undue use of monuy, 
oth as boarded wealth and a ruder instrument of exchange than tho manifold and rapid snb- 
BtitHtes adopted in Anglo-Saxon countries. But even Prance is yielding to the iuHuecce of 
this kind 01 ecenomies ; so that, while the population, wealth, and trade of the empire have 
steadily increased, tbe volume of money baa probably declined; and this is especially true 
of tbe circnlation of cdn. In Great Britain tlie circulation of bank notes is no greater than 
S5 years ago, and tho coin has only moderately increased, while in the interval the national 
wealth has <)oubted, and trade has attuned a ^reefold dimcndou. 

Tbis tendency to retardation in tbe growth of the circnlation, when compared with wealth 
and trade, is fully established also by American statistics. An instinct of economy, more 
inflffential than any recognized economic law, leads society to use the least amount of 
menoy which will perform the needed exdianges with rapidity and convenience. Money is 
wealth in a slate of barrenness. Tho capacity of reproduoave juveatmemt does not belong 
to it BO long as it remains money — its only func^on being to measure and exchange other 
wealth by which tbe world is enriched. The amount of money which anj" people requires 
to do lis business will vary with their habits and notions; bnt no intelligent nation A'ill 
ke^ any more of its capital in an nnprodnctivs state than is absolutely necessary to fructify 
the rest. The nation, therefore, which with equal etSdency does its business with the least 
use of money, is the host off. 

Paper money has no higher property valne than real money. It is never wealth in itself, 
though like all credit paper it is an insCrfRuent by which wealth may be exchanged. Promis- 
sory notes, bills of exchange and checks, have tbe same property in a lesser degree. It is enti- 
tled to be called money only so far as it represents actual reserves of coin held by the issuer for 
its own redemption; beyond tbis it is only circulaUng credit. It saves the 'nse of money, but 
Itis not the thing which it saves. Tbe same rule ot economy applies to tho employment of 
this credit substitute which applies io money itself. 
Tbe paper drcnlalion of the United States is obviously redundant, because it is at a dis- 



le note at end of Mr. Walker's letter in Appendix. 
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count as compared with gold. With the help of tniation it keeps prices above the world's 
level. If thus renders it impossible to sell abroBd the prodacts wbicit have oost too mnch at 
home, aodit invites from other conntrieB the prodDclsof n djeaj>er labor paid for io aaoQudel 
currency. It exaggerates imports while destrojing oav ability to pay in kind. Until gold 
can be brought to par, and kept there, with a paper ciiculation dniy protected and iaatantly 
convertible, the industry of this country eanaot rest upon a healthy basis, 

COMPAE.ISOW OF PRICES OP LABOR AND C0M310DITIES, 1860~'61 AND 
1867-'C3. 

The present abnormal condition and the recent fluctnationa in the 
prices of labor sind commodities also properly comes up for consideration 
ill connection with the subject of an irredeemable paper cuireney — the 
chief agency to which the distui-bances in question must be referred. 

The investigations previously instituted by the Commissioner have 
established the fact, that up to the commencement of the year 1867, the 
general effect of the agencies growing out of the war had been to occa- 
sitSii an average advance in the price of commodities to the extent of 
about 90 per cent., while the corresponding average advance in wages 
was not in excess of 60 per cent. 

He has now to asli attention to the conclusions which anotiier year's 
exi>erience and investigation have bronght to us in illation to this sub- 
ject. The resiUt of long and careful investigations in respect to the 
retail prices ef the leading articles of domestic consnmption by opera- 
tives in the manufacturing towns of Ifew England, the middle, and 
some of the western States, have afforded data for accurately estimat- 
ing the increase in the prices of such articles in 1867 as compared with 
18fH)-'61. They establish tlie foUowing^ conclusions : 

That the avexage increase iii the price of groceries and provisions in 
1867, as compared with 18C0-'61, was 88 per cent. ; or, calculated on 
the basis of the quantities consumed on an average by a number of 
workmen, a little in excess of S6 per cent. ; of domestic dry goods, includ- 
iiig clothing, 86J per cent. ; of fuel, 57 per cent. ; of house-rent, 65 per 
cent. This latter average is, however, largely affected by the circum- 
stance that ill New England, where mannfiicturing companies or corjio- 
rations very generally own the tenemeuts occui)ied by their operatives, 
rents have uot been advancetl to any considerable extent. Excluding 
New England from the calculation, the average advance in rents for 
1867, as compared with 1SS0-*61, must be estimated at a much higher 
figure. Thus ill the smaller manufacturing towns of Pennsylvania the 
average increase in the rents of houses occupied by operatives is be- 
lieved to have been about 81 per cent., and in Mew Jersey 111 per cent. 
In the cities of -ITew York, Philadelphia, Newark, and Pittsbui'g, the 
increase has been from 00 to 100 per cent,* 

The average of these results, proportioned to the ascertained varying 
ratio of expenditui'e under the several liea^ls, shows that for the year 
1867, ami for th« fii'st half of the year 1868, the average increase of all 
the elements which constitute the food, clothirtff, and sJielter of a fiimily 

• For J86S, the returns very (ronerally indicate a large advanee in rents, and also for the 
latter half of the year in fuel; the advance in these two ilsms alone being estimated aa sufTi- 
ciont to counterbalance any advantages aeeruing lh>m a decline tip to dat« (December, 18t>8) . 
in the price of brua(lB,tufrs. 



b, Google 



SPECIAL COMMISSIONER OF THE REVENUE. 



15 



has been atout 78 per cent., as compared witli the standard prices of 
1860-'61.* 

The result, in general, of this large increase in the prices of commod- 
ities of domestic consumption to the laboring man becomes evident^ by 
comparing such increase with the increase in the rates of wages during 
the period under comparison — which rateSj for the year 1867 as compared 
"with 1860-'61, were as follows : For unskilled mechanical labor, 50 per 
cent. ; for skilled mechanical labor, 60 per cent. 

In the case of unmarried men, the comparison is more favorable than 
as respects men with families ; the average increase in the prices of the 
articles consumed by them having been only about 73 per cent. ; as, for 
example, board in manufacturing towns, 71 per cent. ; clothing, irre- 
spective of domestic dry goods, 75 per cent. ; ordinary boots and shoes, 
60 per cent. 

Skilled workmen, who are at the same time unmarried, and who are 
in the receipt of wages from 65 to 70 per cent, in advance of the rates 
paid in 1860, find their condition, as regards net income^ approximately 
the same as before the war. 

The returns to numerous and careful inquiries, instituted at the request 
of the Commissioner, by proprietors or superintendents of manufactor- 
ing establislunents in the Few England, middle, and some of the west- 
em States, also afford much interesting information relative to the 
average weekly earnings and expenditures of American operatives, 
grouped as families, in the years 1860 and 1867 ; and also in respect to 
Sie comparative opportimities eiyoyed by such mnilies at the two periods 
referred to, for the realization of a surplus over and above the expendi- 
tures absolutely necessary for shelter and subsistence. 

The following table, based on indisputable and actaal data, shows iatm 
average aggregate weekly earnings in 1867 of families of various sizes, 
in different sections of the country : one or more members of each of 
which were employed in some branch of manufacturing industry ; their 
average weekly expenditures for provisions, fuel, house-rent, &c., and 
the balance remaining to them, over and above such expenditure, avail- 
able either for accumulation and capital, or for the purchase of clothing, 
or articles of enjojineut and luxury. 
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In order to obtain the data for furtlier comparisons, and especially to 
determine wlietlier the large increase in wages in 1867-'08, has brought 
any real net gain to the employes of manufacturing establishments, a 
earefal investigation was instituted in respect to the earnings and ex- 
penditures of individuals and femilies in 1860, similarly situated in aU 
respects with those whose average aggregate weekly receipts and ex- 
penditures were given in the above table ior 1887 ; and in so doing it has 
fortunately happened, that through the eai'uest co-operation of several 
proprietors or agents of manufacturing establishments, the data in 
respect to 1860 liave been obtained, in many instances, from the same 
specific individuals or fivmilies which supplied the information relative 
to 1867. These data, carefully verified byi-eiference to contemporaryprice- 
currentsand other evidence, have- aftijrded the means of constructing 
the following 

Ta^le shoidTtg the average weekly €3:^en3iture of families of varying num- 
bers in the ma/n/ufactitring towns of the . Umted, States for the years 1860 
and 1867, respectively. 



Sizo of families. 


Averngc weekly 
wages. 


Averag^e weekly 
expenditures for 
provis'ns, house 
rent, clothing, 
&o. 


.9 




In 1867, 


n 1860. 


In 1867. 


In 1860. 


» 




S17 00 
17 52 
13 75 
19 50 
93 33 
17 11 
13 50 
25 00 


»ia 17 

12 00 

11 50 

12 41 

14 15 
10 37 

15 17 


$17 00 

17 52 

18 75 

19 50 
33 33 
17 11 
13 50 
25 00 


69 96 
10 31 

10 79 

11 33 

13 18 
9 46 
7 67 

14 09 






















91 




1 83 




1 08 






General average of the nbove 


18 96 


12 16 


18 9S 


10 85 


131 



In constructing the above table it has been assumed for purposes of 
compaiison, {and so expressed in the third coluaiu of the table,) that the 
total average weeiily wages obtainetl in 1867, viz: $18 96, were entirely 
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expended, and in the following proportions : $14 29 for provisions, rent, 
fael, &ic., and the balance, $4 67, for clothing, domestic dry goods, house- 
keeping articles, luxuries, &c. Now the same quantities and qualities 
of provisions, groceries, clothing, rent, fnel, and housekeeping articles, 
could have been obtained in 18^ aud 1861 for the respective sums indi- 
cated in the fonrth column ; showing an average weekly cost of $10 85 in 
1860, as compared with $18- 96 in 1867 ; and leaving a balance in the 
former year of $1 31 (gold)perweek in favor of the operative, as against 
no accruing surplus whatever in 1867-8 ; or, in other words, supjxising the 
requirements for food, clothing and shelter to have been the same in 1867 
as iu 1860, the operatives referred to in the table, who received in 
1867 an average of $18 96 per week, obtained in that year only sufficient 
to give them the actuid necessaries and comforts of hfe ; while the 
same men, whose average weekly wages' in 1860-1 were only $12 16, 
obtained with such eamhigs at fibiat time the same articles of comfort 
or necessity, and had in a-ddition a surplus of $1 31 (gold) per week, or 
$68 12 (gold) per annum. 

As already stated, it has been assumed in this comparison that the 
wages received by the operatives in question diu-iug the year 1867 were 
wholly consumed in their living. To a very considerable extent it has 
been found that tliis assumption is justified by fects; but if, in view of 
the constant increase of deposits in savings banks and other evidences 
of accumidation, it should appear that a margin on an average has been 
saved, the figures presented show with equal certainty that on the same 
scale of living, the margin in 1860 must have exceeded that of 1867 in 
the proportions indicated. The factj therefore, is estabhshed by incon- 
trovertible evidence, that the condition of working men and women 
in a majority of the manujfacturing towns of the United States is not as 
good at the present time as it was previous to the war, notwithstanding 
that their wages are greater, measured in gold, in 1867--^8 than they 
were in 1860-^1. 

It should also be noted that most of the persons whose wages and ex- 
penditures have been discussed, were classed* as skilled workmen, re- 
ceiving an advance in wages of about 52 per cent, in 1867, as compared 
with the amount received in 1860. If theif condition has not im- 
proved, the condition of the large class of 6nskilled workmen, such us 
day laborers, teamsters, watchmen, and the like, is even worse. Thus a 
careful examination and comparison of a large number of returns from 
the proprietors or superintendents of furnaces, mills, foundries, and 
factories of every description in almost all sections of the United States 
establishes the fact, that the average weekly wages of laborers and other 
unskilled workmen for the years 1860-'! and 1867-'8, respectively, were 
as follows : 1S60-'1, $6 04 per week ; 1867-'8, $9 64. 

Assuming now, as in the preceding table, that the laborers in ques- 
tion expended their entire earnings in 1867, viz: $9 54, the same neces- 
saries and comforts could have been obtained in 1860-1 by an expendi- 
ture of $5 52 per week, leaving an available surplus of 52 e^nts i^er 
week ; or, in other words, the unskilled workmen of the country, obtain- 
ing the mere necessaries, and none of the luxuries of life, were in a worse 
condition by $27 a year in 1867, with receipts of $9 54 per week, than 
they were in 1860^1, with receipts of $6 04 per week. The following 
tables illustrate the above fects more in detail: 

* Tbe skilled workmen whose wages advanced 52 per ceat , on an average, from 1860 to 
1867, were onlj those wliose weekly expend itnrea are given in the above tabS. Tbe averairn 
advance, iti the same period, in the wuges of all tJie skilled workmen reported, was, as prC' 
viouslj stated, about 60 per cent. 
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Table showivig Uie average we^My eatpenditwres of ktborinff men in ibe various 
manvfaeturitig estabUshments of the United States in 1860-'l, and in 
1867^8, respeetively ; also, their average wages in Hiose periods. 



Atiicles. 


186J-'8. 


1860-'l. 




SI 40 
1 50 
45 
50 
37 
10 
23 
13 
33 
20 
05 
50 
10 
50 

82 
1 35 
1 00 


$0 74 










































































9 54 
9 54 


5 52 



















Altliough the foregoing data and conclusions, founded as they are 
npon the average actual experience of a large number of mechanics and 
laborers in difiterent sections of the count^, sufficientiy illustrate the 
increased cost of living and the decreased purchasing power of money 
which has taken place since the commencement of the war in 1861, the 
adoption of another standard for comparison, viz : the price of a barrel 
of flour, ^80 affords some concluwons of intteiest. The average price 
of this article before the yar is known to have measured pretty accu- 
i-ately, throughout the countiy, the average weekly wages of unskilled 
day laborers; and in the case of one of the largest corporations in the 
middle States, the principle was specifically established, that the weekly 
wages of common laborers in their employ should always be made equal 
to the varying cost of one barrel of flour per week. 

Mow the average increase in the price of a barrel of wheaten flour 
tbroughout the manufacturing States has been, from 1860 to July Ist, 
1868, in excess of 90 per cent.: while the increase in the wages of 
laborers and operatives generally, skilled and unskilled, during the 
same period, has averaged about 68 per cent. Measured, therefore, 
by the flour standard, the workman is not as well off in 1867 as he was 
in 1860, by at least 20 per cent.' ; or, to state the case diftferently, the 
wages which in 1860 purchased one and a half barrel of flour now pay 
for about one and a quarter barrels. 

From a large number of returns made to tiie Commissionei-, the fol- 
lowing are selected as further illustrating, by specific examples, the 
above conclusions. 

Very careful and exact tables prepared at one of the largest iron works 
in Troy, 'S. Y., return the price of the flour used by the workmen, and 
purchased by them at retail in close proximity to the works, at 4& 50 
per barrel in 1860-'fil, and at $15 per barrel in 1867-'68. In the same 
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esfcablistiment the weekly earnings of the operatives were increased 
during the same time as follows : 

Laborers, $6 to $S 50; engineers, SIO to |15; shearmen, $6 to 
$12 75 ; puddlers, $13 40 to $21 90 ; general average advance in wages 
fix)m 1860 to lS67-'68, 69 per cent. 

In one of the leading machine shops at Buffalo, New Tori;:, the 
weekly earnings of a portion of the workmen, in 1860 and 1867, com- 
puted in flonr, were as follows : 

In i860. In 1867. 

Edveters and boiler makers 1^ bbl. . IJ bbl. 

Best machinists, 3 " l| " 

Ordinary machinists 1^ " l| " 

Flangers 2 " l| " 

In an establishment for the manufacture of agrienltural implements, 
located at Brooklyn, B". Y., the weekly earnings of the largest, class of 
operatives, in 1860 and 1867, also computed in flour, were as ibUows: 
Wood workers, in 1860, one and a half barrels; in 1867, one barrel. 

At a locomotive establishment in Paterson, N, J., the weekly wages 
of ordinary machinists in 1860-'61 were $7 50 ; and were about 75 cents 
in excess of the retail price of a barrel of flour. In the same estabhsh- 
ment the same operatives received in 1867-'6S $13 60 per week for the 
same labor; but this sum then lacked $1 50 of the price sufftcient to 
purchase a barrel of flour in the same locality. 

Cotton mills of New ^England. — Price of flour used by operatives: 
I860, $7 25 : 1868, $14 12 : increase, 94.7 per cent 

Wages. — Fly-frame tenders — female adults, working by the piece, 
1860, 67 cents per day; 1868, $1 per day; increase, 50 per cent. Mnle 
spinners-^male adults working by the piece, 1860, $1 18 to $1 25 per 
day; 1868, $1 92 to.$2 per day; increase, 61 per cent. 

Board pcdd hy the same operatives. — ^Males, 1860, $2 25 per week ; 1868, 
$3 75; increase, 66 per cent. Females, 1860, $1 25 per week; 1868,$2; 
increase, 60 per cent. 

These illustrations, from the data in the poeseasion of the Commis- 
sioner, might he greatly extended : but enough of evidence, probably, has 
been adduced to prove; that whether we adopt money or flour as the 
standard for the comparison of wages and commodities, in 1860 and 1867, 
the result is not dissimilar; viz: the purchasing power of the irredeem- 
able paper money now in use is not nearly eqnaJ to what it was in the 
immediate ante- war years of 1860-'61 ; and that the worldng men and 
women of the country do not now receive as much in return for their 
labor as before the war. 

The discussion of this subject, which has been instituted and carried 
on for the Commissioner with great skill and industry by Edward Young, 
esq., of the Treasury Department, is further continued with more extended 
tables in the appendix to this report, marked D, to which reference is 
here made. And in respect to the statistics as thus submitted, both in 
the text and in the appendix, the Commissioner would add, that if the 
prices of commodities in different sections of the country as there given 
are found (as they probably may be) to differ somewhat from the com- 
mercial price currents of the period, it should be borne in mind that the 
former represent the average retail prices which carefu' investigation by 
a large number of observers has found to prevail in the manuf^turing 
towns of the various sections of the country, while the lattei', on the other 
hand, represents either wholesale prices or prices at certain market centers. 
In fact, the large difference between the prices paid by operatives and 
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laborers for provisions andother commodities bought in smaJl quantities 
at retail, and tlie prices of the same articles as obtainable In large quan- 
ties or at wholesale, has constituted a marked feature of attention in 
all of these investigations, and forcibly suggests the imijoirtaiiee of inau- 
gurating measures -whereby so large a proportion of the avails of the 
most productive labor of iiie country may not be diverted to the profit 
of those whose hnsiuess is that of merely exchanging. The remedy for 
this, in a very great degree, is nndonbtedly to be fonnd in the principle 
of co-operation, not as applied to manufeetoring or producing, but to 
agencies with established stores, whose simple and sole olgect should be 
the purchasing and supplying of commodities without the intervention 
of the middle man, and at the minimum of cost. A personal and detailed, 
examination of the management and. working of some of the leading and 
most suec^sful co-operative stores in Great Britain during the summer 
of 1867, abundantly satisfied the Commissioner of their utility and benefit 
to ttte employtSs of manufacturing establishments; and apart fi^m any 
testimony which he may adduce, the evidence in general in possession of 
the public is sufficient to prove that co-operation, at least to the extent 
referred to, is no experiment. The subject is one which by reason of its 
importance commends itself alike to the employers of labor, and to the 
rejB-esentatives of those who are employed, inasmuch as it offers a plan 
which ijracticaUy amotmts to increasing the amount jtaid t-o labor witiiout 
increasing the cost of product; and for removing, in no small degree, the 
incentives which now exist for strikes, and the consequent waste of the 
only commodity, viz. : labor, which the operative has to sell, and which, 
moreover, unless sold and used at the instant required, can never to the 
same extent be again made available. 

G-BNBEAL INPKEENCES. 

Finally, &om the results of investigation which have thus been pre- 
sented, we may draw the following conclusions : 

The aggregate wealth of the country is increasing, probably, as rapidly 
as at any tbrmer period; yet it does not follow that there is the same 
increase in genei-al prosperity. The laborer, especially be who has a 
large family to support, is not as properous as he was in I860, His 
wnges have not increased in proi>ortion to the increase in the cost of 
his living. There is, iiierefore, an inequality in the distribution of our 
annual product^ which we must, in no small degree, refer to artificial 
causes. This inequahty exists even among the working classes them- 
selves. The single man or woman, working for his or her support alone, 
is in the receipt of a rate of wages from which savings may be made 
equfd, or greater than ever before, especially in the manufacturing towns, 
where the price of board is, to a certain extent, regulated artificially by 
the employer. Unmarried operatives, therefore, gain; while those who 
are obliged to support their own famUIes in hired tenements lose. Hence, 
d^osits in sa^'ing8 banks increase, while marriage is discouraged^ and 
the forced employment of young children is made almost a necessity in 
order that the family may Uve. 

Jifow whence comes this inequality, and this unnatural distiibution of 
the results Of labor? The student of political economy would predict 
a priori that such- must be the result of the enforced use of a fluctuating 
measure of value, via. : inconvertible paiier money. It would be pre- 
dicted a jinoW that the, use of such money involves a most oppressive 
tax, which falls heaviest upon the laborer and lightest upon the owner 
of capital. Antagonism Is produced where none ought to exist; the capi- 
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talist is forced to charge an additional profit for tlie increased risk 
involved in the Tise of a fhlse measore of TOlue, and the consumer of the 
commodity is forced to pay for such rialt. There is no dishonesty to be 
inferred, and no tajustice which the honest capitalist can avoid, so long 
as the law is as it is ; he mast either cover all risks, or wiiilidraw his capital 
entirely from industrial enterprisa 

It has been well said that tiiere can be no true theoretic conclusion 
which will not be iiroved by the facts whenever the theory can be applied. 
We have given the theory of the effects of inconvertible paper money, and 
we find that the facts prove it. The rick beeome rtoJier and the poor poorer. 

In addition, however, to an inconvertible paper corrency, there are 
other agencies which are powerfully operating to the production of a like 
result ; and tke consideration of these brings us to a new department of 
oar investigation, viz : The infiuence of UixaUtm, direct and indirect, upon 
the cost of domestic production, and consequently upon the ability of 
the countiy to exchange mth foreign nations upon terms of equality. 
Taxation as it exists in the United States may be classified under three 
heads : 

1st. Taxation under the internal revenue. 

3d. Taxation under the tariff. 

3d. State and local taxation. 

We propose to examine, in the order enumerated, the present influ- 
ence of each of these forms of taxation upon the cost of production and 
upon national development. 

1.— NATIOITAI TAXATION USDliia THE INTERNAL EEVENUE. 

At the close of the war, taxation under the system of internal revenue 
had been extended, through the necessities of the government, to a degi'ee 
wh ch probably finds no parallel in any recent historj' ; and with the 
exception of land and the direct products of agriculture — other than 
cotton and sugar — had been made, so far as domestic production was 
concerned, all but imiversal. In the case of manufactured products, 
furthermore, the system had been made to embrace not only the finished 
and mM'ketable product, but very generally also every constituent which 
entered into the composition of such products But burdensome and 
complicated as the system was, its inception and organizatiou must he 
regarded as one of the wisest and most successful measures of the war; 
aiMl it is only to be regretted that recourse was not earlier had to so 
effectual a method of raising revenue, rather than to the expedients at 
first exclusively resorted to, of loans at a heavy discount and an irredeeni: 
able paper money. How successful the system as a means of raising 
revenue has proved is made clearly erideiit fiom the revenue actually 
coUectedj which, from the inauguration of the system in 1863 to the 
30th of June, 186S, has amounted to over eleven hwidred niilUons of dollars. 
So long, moreover, as the war continued and the demand for manulac- 
tured products — owing to the enormous consumption of the army and the 
withdi-awal of labor from its accustomed avocations — was fully equal 
to, or in excess of supply, so long taxation under the internal revenue 
was not regarded, at least by the mfyority of producers, as at all oppres- 
sive; but, on the contrary, by reckoning taxation in common with labor 
and matOTal as an element of cost, and profit as a per centum on the 
whole, it was very generally the case that the aggregate iirotit of the 
producer was aetoally enhaneeiL by reason of his t^axes, to an extent con- 
siderably greater than it would have been had no taxes whatever been 
imposed. 
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The close of the war, however, soon demoHstrated the truth of the 
economic maxim, that the productiveness of a system of taxation is not 
its flrst or most impo)"tant, consideration. The condition of affairs before 
deiscribed was reversed ; the supply of manufactured products became 
equal to or exceeded demand ; products fell faster than either labor or 
material, and taxation, which formerly had been paid wholly from proflt, 
now feU mainly upon capital. Apart from this it was evident, that a sys- 
tem which violated every acknowledged principle of taxation ; which, 
instead of being concentratedj was diffused ; which brought with it con- 
stant official inquisitions and m^trusions; which hourly provoked to con- 
cealment, evasion, and Msehood j which, by duplications and enhance- 
ment of profi-ts, took fax more from the pocket of the people than wa-s 
ever received into the treasury, could not exist much longer among a 
free people than the necessity which called it into existence. Accoi-dingly 
as the requirements for expenditure growing out of the war aiud the 
existence of debt have diminished, the system, of internal revenue has 
been extensively and rapidly modified. WitMn the last three years all 
taixes which discriminated against prudence and economy — as the taxes 
uponrepairs j against knowledge, as the taxes upon books, paper, and print- 
ing; against capital and thrift, as the differential incoure tak; against 
the transportation of freigbts by boats or vehicles, and against the great 
leading raw materials, as coal and pig iron, cotton, sugar, and petroleum — 
have been swept from the statute-book. No direct taxes, moreover, are 
now imposed upon any manufactered product, with the exception of dis- 
tilled spirits, fermented liquors, tobacco, gas, patent medicines, perfum- 
ery, cosmetics, and playing-cards, all of which maybe regarded in the light 
of luxuries, and as involving, in the main, an entu-ely voluntary assess- 
ment on the part of consumers. 

These reforms, although they have necessitated a relinquishment of at 
least $170,000,000 of annual revenue^ have, it is believed, brought nothing 
of permanent detriment to the national exchequerj for that this great 
relief from taxation has both stimulated and strengthened the produc- 
tive Interests of the country cannot be doubted ; and if so, then the period 
within which the national debt can be discharged has been accelerated 
rather than protracted, inasmuch as it can be demonstrated that the 
power of contributing to the public revenue increases geometrically as 
the activity of production and circulation increases aritlunetically. 

As thus amended, and as it now stands, the internal revenue system 
of the United St-ates approximates closely to that which the experience 
of more than three-quarters of a century in Great Britain has shown to 
beeapahle of yielding the maximum of revenue with the miuimum of dis- 
turbance to the weal^-producing elements of the country. The changes, 
apart from those pertaining to admuiisti*ation, which are required to still 
further perfect the system, are not numerous, and with the termination 
(rf the large payments for the equalization of bounties, and with an eco- 
nomical administration of the government, can, undoubtedly, be made 
with safety at no distant period. They should unquestionably embrace 
the taxes now levied upon telegraph and express companies ; upon the 
gross receipts of raib^oads, steamboats, and other common carriers for 
Qie transportation of passengers; and the percentage taxes on the sales 
of merchandise; the gross receipts from all of which is less than one- 
half the annual expenditures during the last two fiscal years for the 
equalization of bounties. When this has been accomplished, it may with 
truth be claimed that the entire internal revenue system has been made 
wholly subordinate to the more important end of creating national wealth; 
and that under it no direct obstacle whatever is imposed by the govern- 
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ment, which can prevent tbe domestic producer fi:oni placing his product 
upon the market at the lowest possible cost. 

Tn coiielnding this review of the present influence and condition of the 
national taxation under the internal revenue, the Commissioner is con- 
strained to confess, that thus far the abatement of prices consequent upon 
the large annual reduction of taxes has not been what was anticipated, 
or what the large amount of revenue abandoned would seem to have 
warranted. In the case of not a few articles, as pig iron, manufactured 
lumber, and salt,* the prices since the removal of taxation have actually 
advanced, while in other instances, as in the case of agricultural imple- 
ments, sewing machines, hoop skirts, meaiufacturea of sUk, newspapers, 
and in fact most articles which are the products of monopohes created 
by patents, established custom, or other circumstances, the repeal of the 
iatemal tax, through the maintenance of former prices, has been only 
equivalent to legislating a bounty into the pockets of the producer. 

2. — ^NATIONAL TAXATION tTCTDEE THE TAEIFP. 

We come next to the consideration of the influence of national taxa 
tion under the tariff on prices and the cost of domestic production — a 
subject, the discussion of which is attended with the embarrassment that 
it involves more of pr^udice and of opinion founded on private self-interest 
than almost any other which since the abolition of slaverj' has ocxiupied 
the attention of the American people. Notwithstanding this, it is im- 
portant to recognize the fact, that under the existing financial condition 
of the country, the old-time issues between the advocates of free trade on 
the one hand, and protection on the other, have ceased to he of any real 
practical importance — inasmuch as in the arrangement of a tariff with 
a view to revenue, the requirements of the government must certainly, 
for the present, necessitate so hig^i an average of duties as to afford all 
that can be reasonably asked for on the grounds of protection ; and with 
a given requi*^ement, moreover, for revenue, in excess of what can be 
derived from the taxation under the tariff of acknowledgetl luxuries, 
tkere would seem to be no valid objection to distributing the additional 
taxation in such a manner as to favor those branches of industry most 
exposed to foreign competition. 

BECOGNITION OF THE PEOTECTIVE SYSTEM! IN EUROPE. 

Again, a careful study of the financial systems of the various com- 
mercial nations of Europe has led the Commissioner unhesitatingly to 
the conclusion — that whatever may be the state of European public 
opinion in respect to free trade, and whatever may be the claims pre- 
ferred for it on lie broad grounds ofliberahtyand humanitarianism, the 
fiscal legislation of Great Britain, France, Germany, Belgium, Holland, 
Austria andRussia is- now, and always has been, framed solely and ex- ' 
dusively with reference to one object, viz., the promotion of suppoisea ' 
national self-interest, and has never had the slightest regard to the 
interest of any other nation, or to any arguments other than those based 
upon specific national wants and specific national experiences. 

Thus, the policy of Great Britain, which exempts capital employed in 
manufacturing and banking ft-om all direct taxation imder the excise, 
and all raw materials imported from foreign countries from stll taxation 

* The staHstios of the Cbicago Board of Trade show that the average price of domestic 
coarsB salt per barrel in tte Cliicago market durlna- the year lld65-'66, whon the mannffte- 
tureof this article was subjected to a heavy internal revennetas, was |3 44; while for the 
yenr I867-'68, wben no lax was imposed, Ibe price was S2 73 per barr^. 
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tmder the cuatoms, although not so termed, ie imdoubtedly proteclion in 
its most subtile and effective form, and as such has been recognized and 
commented on by the French economists ; iuasmueh as it permits the 
British mannfecturer to apply the largest amount of home labor to the 
^nalleBt value of raw mattiml under snch conditions as enable him to 
place his finished product in aU foreign markets at the lowest possible 
cost. Any other policy than free trade at present ia Great Britain would, 
by enhancing the cost of food and raw material, inevitably swell the cost 
of manufactucing, and thus result to the direct benefit of the foreign 
competitor. 

The above observation also holds true in respect to the unquestionably 
inhuman policy of Belgium, which refuses to restrict the labor of women 
and children in its eoal mines and iron-works, for the openly admitted 
reason that such restriction by diminishing the supply and enhancing 
the cost of labor would expose too seriously its manirfactures to British 
and other competition. 

If we turn next to France, we shall find that protection, besides being 
recognized as a principle in the determination of taxes on imports, mani- 
fests itsdf even more conspicuously in other forms ; as, for example, in 
the regulation by government of railroad freights on coal and iron, and 
in the obstacles which are officially placed in the way of operatives 
changing their employment without the consent of their employers. 

lii the new tariffoftheZoUverein, (June, 1868.,) although i&roarrange- 
■ ment on a very low percentage of duties is claimed as a triumph of &» 
trade, it is to be noted that especial care has been taken to largely and 
progressively increase the rates on the importation of all artnies the 
domestic manufacture of which it is considered by Prussia as desirable to 
promote and foster.* 

lifow, if these premises are correct, it is evident that however much 
regard may be professed by the nations referred to for philosophic the- 
ory, their fiscal legislation is essentially framed in aecor<^iice with what 
seems to tliemto be the dictates of self-interest; and, in fact, it may 
wdl be doubted whether in modem times any financial legislation, even 
under its most favorable conditions, can or ought to recognize any other 
principle than that of enlightened selfishness. Such selfishness, how- 
ever, does not necessarily imply iUiberality; for experience in both pub- 
lic and private transactions sufficiently proves, that exchanges are likely 
to be the most extended and most profitable when a mutuality of inter- 
est between the parties concerned is fairly regarded. 

Furthermore, while it is undoubtedly true that the leading com- 
mercial nations of Europe do foster certain branches of iadustry and 
commerce and may be said to protect them, the method adopted is 
entirely different ii-om what we call protection in the United States. The 
method of England, ospeeialljf, is to remove burdens, to cheapen cost, 
and reduce prices. Our method, on the contrary, is to levy a tax, thereby 
increasing coat and reducing consumption. The one method may be 
called a bounty to the consumer, the other a bounty to tlie producer; 
one the method of abundance, the other of scarcity or privation ; and 
as our main difficulty at present Is excessive cost and high prices, we 

admitted free, or nearly so ; and (be rates of duty rise from thia point 
, (10 per cent.,) according to the degree and fineness of nianufacturo. 
For iostODCe, cotton carded, combed, or colored, isfree; wadding, 1 thaler 15 silver groschen 
per hundred xveight; cotton yum, one and two threads, 9 thalei's per bundred weight i the 
same, bleactied or colored, 4 tbalera per hundred weight ; the same, three or more threads, 
6 tbalers per hundred weight. Again, wooden ships or bouts are charged 5 per cent., but 
iron ebips or boats S per cent. 
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sliould do well to consider this difference and study tlie lessoR which it 
teaches. 

A TARIFF IS A TAX. 

Iq entering upon the proposed analysis, it is important that one fact 
in tlie nature of an axiom, but too often overlooked in the discussion of 
this suhject in the United States, should be kept clearly in view; and 
that is. that a tariff on imports is, under all circumstances, a tax, which 
is paid, ■wholly or in part, by the consumer. If the tariff be imposed 
solely for revenue, tiien the consideration of moat importance in connec- 
tion with it is one mainly of comparison, viz., to determine whether the 
tax in question is superior or inferior to other taxes iu respect to econ- 
omy of administration, equality of assessment, and productiveness of 
collection. To this theoretical economists would undoubtedly return a 
negative answer ; and would support tieir conclusions by the experience 
of the densely populated manufacturing nations of the Old World, where 
the inhabited area is limited, the distribution of wealth most unequal, 
and law, through the maintenance of the police and standing army, not 
easily evaded. In the United States, on the contrary, wliere the ai'ea is 
continental, the population sparse, wealth more equ^ly distributed, and 
the carrying out of laws is made dependent on pubUe opinion rather 
than on the representatives of force, all experience tends to establish the 
fact that, objectionable as may be in many respects a high tariff, we 
bave thus far been able to devise no other system of taxation wliicli 
brings to itself so much of certainty in its results and equality in its 
apportionments. An illustration of this is afforded in the case of the 
customs duties upon the three ai-ticles of tea, sugar, and coftfee, which 
at present approximate to an aggregate of about ftfty millions of dollars 
per finmim. These duties are assessed mainly at five or six ports of the 
oonntry, and, being wholly specific, are collected without delay and mth 
little trouble. It is not probable, moreover, that the revenue derived 
fcom them ia evaded to any great extent through smuggling, wbile 
tmder-valuation is practically impossible. Being, ftirthemiore, of almost 
universal consumption, the duties levied on t£em are very uniformly 
distributed, and fall upon the consumer in small amoujits at any one 
time; while, as they cannot be considered as necessaries of life in a 
sense so absolute as breadstuffs and clothing, the payment of tbe tax 
through their use is in a great measure vohiutary. Througb these cir- , 
cumatanees, therefore, the conditions of effectiveness, economy, and 
equality, as regards collection and apportionment, are most pei-fectly 
secured.* 

:s of till) annual uunsuuiptiun of tea' 
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Let U9 next coiieider the conditions of raising an equivalent sum from 
internal taxation levied on the products of domestic industry. We 
select iron and its mannfectures, boots and shoes, clothing'j cotton and 
woollen fabrics in illustration, for the reason that these articles yielded 
by internal taxation during the fiscal year 1866 an amount very nearly 
equivalent to what is now obtained fi^m the duties on tea, sugar amd 
coffee. It must be obvious, in the first place, that the collection of this 
amount of revenue from the above enumerated domestic products must 
be an exceedtagly compUcated matter. In the place of five jioints of 
collection, the coUection districts wonld extendover every fumace, roll- 
ing mUl, foundry, machine shop, and over every cotton, woollen, and 
hardware manufeetory, and over every factory or shop for the produc- 
tion of clothing, boots and shoes in the country, thus entailing an 
additional proportionate increase of expense and oflcial inquisition. 

Again : as iron, cotton, and woollen fabrics are the direct and essential 
component elements of a great variety of other products, the taxation 
which enhances their prices as raw matoriala in the first instance neces- 
sarily multiplies the price of aU articles produced by their agency, thus 
restricting consumption and the extension of foreign commerce, and 
unfairly exposing great branches of domestic industry to a competition 
with foreign produeera who are fl.'ee from similar disabilities. 

Another illusti'ation of the superiority of the tariff as a means of 
raising revenue may be found in the acknowledged failure to collect a 
large proportion of the taxes assessed imder the internal revenue^ and 
in the great inequality which is known to exist in the distribution of 
the income tax; the amount which passed to the credit of this latter 
tax in a single dastiict of the State of New York for the fiscal year 1867 
having been more than double the collections under the same head in 
the same year from ten entire States of the Union. * 

Eollowing what appears to be a logical order, the Commissioner would 
next ask attention to two other poiuts which have been made the sub- 
ject of investigation, namely, tite direct effect of tlie tariff on the prices 
of imports; a)id Uic effect of the increase of tariff in c}iecki»{f importations. 

DISTRIBUTION OF TAXATION UNDER THE TAEHT. 

In respect to the first point, namely, the direct effect of the tariff on 
the prices of imports, the influence is undoubtedly the same as is recog- 

* The followiug commenta by a TeeogDized autbority on the saperiority of mdiract as com- 
pared mth direct taxation, as seen from a European stand point of view, will be read with 
ml^reet in connection wltli this discussion : 

"If all indirect taxes could be abolished it would nndonbtedly he a great gain to mankind; 
bnt, unfortunately thero are two gi'oat reasons why in tbia country, (Great Britain) at least, 
they cannot be abolished. Tiie brst ia the sjeat expenditure of the English ^vemment. 
Who that is acquainted with actual responsible finance would propose to raise that sum by 
direct taxation? A theorist on paper may propose a three shilling (15 per cent.) income tax 
and otber sucb things ; but no real finance minister, conversant with tbe wishes and charged 
with the finances of the country, would ever meet Parliament with propositions so disagree- 
able to Ihe House, so disagreeable to the country, so little likely to yield the money. The 
poor man luay or may not ba benefitted less than the rich man by the existence of the civil 
government ; but at all events, he is Immensely benefited. Bnt no system of direct taxation 
can make him cent te ts h g re than it brings in. An income 

tax on agricultural g hing; it would coat money rather 

than bring money. b ffec g national revenue exclnaively by a 

direct taxation, woul g m as be community from contdbut)ag^ 

to the national ei tu A ct taxation unjust and inexpe- 

dient ; it is also an g te g eeable. Human nature does not 

lihe it. A man wo m an invisible addition to the price 

of aomo few things aa po e«,t tax gatherer for a palpable con- 

spicuous enjoyable m W m gbt to feel thus, bnt that tbey do feel 

it, and they will always feel it." — Loudon Eixnomist. 
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iiized in tlie case of the taxes imposed onder the internal revenue. If 
the demand be constant and nearly equal to the supply, the consumer, 
through the enhancement of price, iuvariably pays the entire duty, and 
generally some smaU additional percentage in compensation to the 
importer for the advances made by him on account of the duties, or, as 
at the present time, in the way of insurance against fluctuations in the 
value of the currency. On tiie other hand, in case the supply of the 
imported article tends to exceed the demand, (especially if demand is 
checked by reason of an enhancement of price resulting from an increase 
of tariff) the importer will often abate prices in order to retain his 
market; the practical effect of ■which is, that the payment of the duties 
is divided more or less unequally between the importer and the consumer. 
If the profit on the imported article is not sufBcient to allow of such 
abatements of price, and the consumer refuses to pay an increase 
sufBclent wholly to compensate for the duties, the importation ceases, 
or the products are entered with the avowed intention of being sacrificed. 

A few examples in illustration of these principles may be given. Thus, 
in the case of the article of tea, in respect to which the demand is almost 
always equal to the supply, the price since 1861 has increased to fully 
the extent of the duties imposed since that period; the average whole- 
sale piice of a particular variety, having increased from 75 cents, 
gold, per pound, to $1 50, currency, ia 1867. This increase has been 
made up as follows: impori;ing costs 75 cents, gold; duty, 25 cents, 
gold — $1, gold, or $1 40, currency, {adding the average gold premium 
for the year, 40 per cent.,) leaving ten cents, currency, as additional 
profit, or, as currency insurance to the importer.* 

Lumber offers another example of an article in which, owing to the 
relation of supply and demand, the duty imposed on the foreign import 
is undoubtedly paid wholly by the domestic consumer. 

Fresh and dried fruits, fte^, dried, and salted Ssh, and many fancy 
articles, especially of Gterman and French manufacture, are examples of 
importations on which the duty imposed is generally divided between 
the importer and consumer. It Is also a noticeable fact that the wool 
tariff of 1867, by checking the importation of some varieties of wools 
and wooUens, so'inereased the stocks of the same in foreign markets, that 
prices receded to an extent nearly or quite equivalent to the increase of 
duties. 

Some forms of bar-iron, and of liquors, cigars, oats, butter, potatoes, 
cattle on the hoof, and fine wools, are examples of articles on which 
duties are imposed under the present tariff sufficient whoUy or in a 
great degree to check importations-f 

*The experience of Great Britain for the last 21) years in respect to tea, aa asourco of rev- 
enne under the customs, has established this curious fact, via ; that a decrease of the tariff 
on this article biiogs do corres ponding heuelit in the way of redaction of price to the con- 
Bumer. Tbus, for example, while the duty on tea, under the British tariff was mdnced to 
the extent of 77 per cent, between the years 1849 und 1666; (from 2», SJii. in 18i9 to Gd. in 
1866,) the average price of tea "in bond," or duty free, dcring the same period exhibited a 
covrespondins; increase of ahoat 50 per cent., (i. b. from Is. Id. to ta. 7J«.,) and thiSf too, 
notwithstanmng the fact that the supply, through Importation, had no way abated, but, on 
the contrary, increased during the years f862-'63 to an estent sufficient to overstock the 
market. The explanation of this commercial phenomena Is, that as there is practically but 
one tea-producing country, the trade partakes of the character of the monopoly to such a 
degree that a decrease of the duty inures m^nly to the edvant^e of the prodacer, and an 
increase, conversely, to hia disadvantage. The opinion, therefore, so often expressed of late 
that a reduction of the present duty on tea would result in advantage to the American con- 
SHuier is not likely to be practically realized. 

tXhe following table showing the prices of Turk's Island salt, in gold, from ]a4J to 1862, 
under different and widely varying conditions of tariff, illustrates the difficulty which often 
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The general conelnsion therefore of this investigation in, that while 
the imposiMon or increase of taxation under the tariff always occasions 
an increase in ttie price of importeii ai'tides to the consumer, it cannot 
be affirmed that such increase is always commensnrate with the duties 
imposed, or that the duty is always wholly paid by the consumer.* On 
the other hand it not unfrequently happens, as will hereafter be ehowI^ 
that the imposition of a taa: in the form of a tariff on an imported 
article is made the occasion for very greatly and unnecessarily advanc- 
ing the price of a corresponding domestic product, and thus taxing the 
community to an extent entirely disproportionate to any benefit which 
may accrue in the first instance to the national revenue, 

INFLUENCE OP THE TAEIPP IN CHECKINa IMPOETATIONS. 

We come next to the consideration of tlic inflnence of the tariff in 
checking importations; the practical interest in which question, at the 
present time, centres almost entirdy in the fact, that an increase of the 
existing tariff lias of late been persistently urged as a certain remedy 
for a present annual import, whose aggregate is regarded as excessive. 

ciists of tracing any deflnite or constant connection between the priues of the ioipoi'ted article 
and the duties that may be imposed upon it: 

Prices of Tark's IiUnd salt in New York and rates of duly thereon f ram 1841, when if was free 
ofdnlfi, antU 1862, tehea the present rate of eiglUeen cents per kuadred pounds was imposed. 





Average 




Dates. 


''b^hir 


Dates and rates of tsriff on salt in bulk. 


Julyl9,lH41 


Cents. 


Free. 


December 20, 1841 


27 


FlBC. 


Jan. 24 10 Mar. 31, JS43.. 


23* 


August 30, 1842, 8 cents per hmheh 


ApcillltoJnlye, 1849... 






July 18,1842 


25 




Oct. 7 and Nov. 28, 1842. 


28J 




Maich 10 184'; 


34 




January 12 to 19 1846 




August 6, 1846, 20 per cent,, (eqaal to about 2^ cents 


Feb 1 to Mar 16 1846 


45 


per bushel.) 


April 27 to Dec 21 184b 
March 15 1847 


27 




33 




March 20 1S43 


27i 




Average of the year 1855 


33 




Aveiage of the year 1856 
Apnitf 1857 


32 




36 


March 3, 1857, I5"per cent., (equal to about H cent 


May 14 185? 


2r. 


per bnshel.) 


June 17 1857 


23 




July 4 1861 


20 


March 2, 1861, 4 cents per busliel. 


July 25 to Aoff 15 1861 
August 22 1861 


m 


August 5, 1861, 12 cents per 100 pounds. 


2U 




July a 1863 


2^ 




Ja^ 16 1863 


30 


July 14, 1862, 18 cents per 100 pounds. 


OctoWrl tc 11 1863 


32ito34i 





moreunfairthaathepracticewhich often prevails in discusaing the tariff 
prices of great staple articles of manufacture, as cotton fabrics, hosiery, 
.1, &c., at different periods, and then referring the decline which has 
taken place in their market values to the Influence of legislation. In nine cases oat of ten the 
slightest examination will show that the decline in qnestiou was (Ine to what may be called 
the "world's progress," i. e., to discoveries in meehnnies and chemistry; to diminished cost 
and greater supply of raw material ; to cheaper and quicker methods of trattsportation and 
to the general increase and difFusion of human knowledge ; and that this progress haa been 
in ft very great degree independent of the United States, and would have taken place all the 
same if no tariff whatever had found a place upon the statute bool; of the country. 
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That the imposition or increase of a tariff does contribute specifically to 
diminish or prohibit importations cannot be doubted ; as, to use but a 
single illastration, the esperience under the increased tariff on wool, 
passed March, 1867, sufficiently demonstrates. Thus, the net import of , 
foreign wool, -which amounted to 86,969,087 pounds in 1864, and 67,066,386' ■ 
in 1866, declined to 29,475,698 in 1867, and to 21,682,166 in 1868 * 

But whatever may be the force of specific examples, it is equally cer- 
tain that a consideration of the whole subject will show that no material 
reduction of importations — certainly none proportionate to the meajis 
employed — can be effected through any practicable increase of the exist- 
ing tariff. This will appear evident 'when we reflect, that the articles 
which constitute a, very considerable part of the value of importations 
are not ai-ticles of strict luxury, which can be dispensed with at wiU, but 
articles whose consumption the people will not relinquish except upon 
the pressure of extreme poverty or necessity ; or others which are abso- 
lutely essential to the continuance of great branches of domestic indus- 
try. Thus, for example, the foiu^ articles of test, coffee^ sugar and molasses, 
constitated nearly one-third of the net value of l^e unports for the fiscal 
year 1867-^68, exclusive of bullion and specie. Their consumption, 
moreover, is not only constantly and rapidly increasing with every 
increase of wealth and population, but the whole drift of popular senti- 
ment is unmistakably iacluied to favor a much larger importation through 
a reduction of the existing tarMf. Another large class of articles, as i^e 
various dye-woods and dye materials, crude India-rubber, soda-ash, 
bleaching powders, guano, lumber, snlphm,) hides and horns, hatters 
fiirs, ivory, raw silk, gums, raga, jute, saltpetre, tin, &;c, are so essen- 
tially the raw materials of great branches of domestic industry, that 
■while any interrnption of their importation could only be attained at the 
expeu ee of national decadence, an increased importation would infallibly 
indicate an increase of national prosperity. On these two classes of arti- 
cles alone, the increase in the value of imports growing out of perfectly 
legitimate and natural causes, wiE probably be sufficient during the nest 
three years, to fully counterbalance any reduction in the value of imports 
which might be effected through any i^anges which it would be possible 
to make iu the tariff in respect to all other articles of foreign growth and 
importation. Thus, for example, the increase in the consumption of 
imported sugars for the year 1868 is reported as ftdl sixteert per cemt. 
above theconsxunption of the preceding year, while for the year 1869 an 
increase of at least ten per cent, is anticipated. Again, all experience, 
and especially tiie experience of the United States within the last three 
yeara, shows that there is a poiiit beyond which duties imposed on impor- 
tations cannot be carried without rendering them practically inoperative, 
Thus, under the existing tariff, the duties on wines, liquors, and silks have 
beeii carried to such a degree that only so much of these articles are now 
imported as are necessary to meet a popular requirement that no law can 
prevent from being satisfied. If carried beyond this pointj the require- 
ment or necessity will still be met^ but the smuggler and illicit dealer, 
rather than the regular importer, will become the agent of supply ; for iu 
no country can evasion of the excise or customs be carried out more 
successfully than in a republic where popular opinion is both the law- 
maker and the law-sustainer. If proofs in support of this position are 
demanded, they are most abundant. 

"The diniinudon. of the -exports ^f woollens to the United Slates ftom cerf-ain of the great 
MBiiufactaiiDs centres of Europe was also very noticeable. Thus the eiporls ftoni the town 
of Hudderafield, Yorkshire, Eogland, which, for the quiivter ending June 30, 1866, were of 
the declared valneof £139,775 18s., fell offnader the increased tariff on woollens forthecor- 
resiKpntting quarter of 1867 to£4I,035 1S». 
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We select first the article of champagne, the importation of which in 
accordance with popular demand is less subject to fluctuation than almost 
any other article of foreign growth or production. In 1864, with gold at 
from 200 to 250, as compared with currency, the importation was 103,158 
dozen; while in 1866, with gold at 140, the importation was 102,341 
dozen. In view of this nniformity, is it reasonable to suppose that in 
this the last half of the 19th century any enactment of law is likely to 
prevent tie people of the United States from obtaining at reasonable 
prices so much of this article as they may be wiUing and able to pay for ? 
We find the answer in the experience of the last few years in respect to 
cigars, on which a rate of duty most excessive and_estravagant, and twice 
as great as that imposed on champagne, has been adopted. Thus, in 1859, 
with a moderate duty, the importation of cigars was returned at about 
800,000,000 per annum; in 1867, with a dnty of about 150 per cent, in 
gold, aa valorem, the imports are returned at less than 30,000,000 ; and 
yet cigars of foreign production continue to be used in such quantities as 
to make it clearly evident that the supply is much greater than the 
returns of the legitimate importation would indicate. Again, opium, with 
a duty of nearly 100 per cent, ad valorem, was sold freely in the Kew 
York marlict during the i>ast year at lower prices in currency than the 
equivalent of the market value through legitimate sources in gold.* 

Another agency which tends to counteract or render temporary the 
influence of increased duties, in cheeking importations, is due to the 
circumstance, that experience shows,- that whenever an advance has 
been made in the tarift" on an imported article wMch comes in competi- 
tion Avith a domestic product, the price of the domestic product is often 
advanced to a degree proportionate to the increase of duty. Prices being 
thus reetored to a common level, the foreign producer is again enabled 
to enter the domestic market, to a greater or less extent, as a competitor. 

If any further evidence is required, to prove the almost utter impossi- 
bility of predicating anything whatever, respecting the amount of impor- 
tations, &om the rates of duty imposed, it will be found in a review of 
the eriierieuce and workings of the various tariffs that have been enacted 
since the year 1840. 

Thus, in 1842, the average tariff being 23.1 per cent., the total impor- 
tations were of the value of $100,162,087. Three years later, or in 1845, 
the tariff having been advanced to an average of 32.5, the total value 
of the importations was $117,254,564, or an increase of the average duty 
one-third, having increased tlie imports one-sixth. 

The following table shows the varying value of imports for a number 
of years, under comparatively the same average rate of duty : 

Ycai-E. Rate of duty. Value of imports. 

1842 2^.1 $100,162,087 

1849 23 147,857,439 

1854 23.5 304,562,381 

1855 23 361, 468, 520 

' The following extract from the report of the controller of cast^jma of Now Bniaawick 
Bnbmitted June 3y, 1867, has much aigoificftiic*; 

"The tol«l value of all goods imported into New Brunswick in 1866 was $10,000,794, 
f^ainst $T,085,&!)5 in 18l>5, showing a large increase on theyear's importations, (41 percent.) 
'fka principaL increase was on giwds from the United Kingdom, the valno of ivhich was 
»4,023,%6, against 83,284,449 in 1865, an increase of over 76 per cant. Two-thirds of the 
Tttluu of the imports from the United KiDgdom consisted of haberdashery. St. John being 
a central point for travelers from thu States, a considerable qaantity of onr duty-paid haber- 
Oasbery is annaatly purchased and taken away by them." 

In l86Gthe dntj on spirits imported into NewBrnnsmick was iacreaeed about 50 percent, 
via t (o 35 centa per gallon and three per cent, proof. In face of this we have the commer- 
cial phenomenon of a largely increased imporlalioo, vis; : 470,590 gallons, agiunst 311,688 
in tarn. /■-- I 
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In 1860, tbe average rate of dnties being 19 per cent., tlie retiinied 
value of the imports was $362,163,941. In 1866, tbe average rate' of 
duties oil total importations being 43.19 per cent., the returned vaJne ol 
imports was $437,640,354. 

In short, it is other and far different agencies tbau the rates of dnty 
■which may be imposed tinder a tariff that determines the extent and 
value of importations. 

For tabular statement showing tbe revenue collected each year, from 
1789 to 1868, the amount of dutiable imports and free goods imported 
annually, and the average rat-e of duty on imports annually, reference 
is made to tbe appendix of this rei>ort marked F. 

It is evident, therefore, that however desirable it may be, under the 
present gnancial condition of the country, to diminish the drain of the 
precious metals, or to avoid foreign iudebtednees on account of impor- 
tations, the way for the succeesful and practical accomplishment of the 
object does not lie in the dii-ection of an increase of the existing tarifl. 

EELATIONS OF A TAEXFP FOE KBTENTJE AND A TAEIFF POE PHOTECTION. 

■ But whatever of interest may attach to tbe discussion of a tariff, 
framed solely with a \iew to revenue, such discussion, except it refers 
to mere matters of adjustment, is at present of but little practical im- 
portance, inasmuch as tbere is no subject pertaining to our fiscal legis- 
lation in respect to which there is greater unanimity of public senti- 
uieut, than that which reeogniees the advantage and necessitj- of milking 
the tariff available to tbe greatest extent iK>8sible as a source of revenue. 
In this there is no essential difference in the policy of any party; and if 
there are any who can so far divest themselves of the conditions and 
necessities of the bom- as to advocate a removal of all imposts and an 
abolition of all custom-houses, their expectation certainly does not 
extend to the immediate future.' It is only when we pass to the consid- 
eration of a tariff imposed for purposes other than revemie, that essen- 
tial differences of opinion manifest themselves and the embarrassments 
of the question are encountered. 

In the consideration of a taiift' for revenue the question at issue would, 
as already stated, appear to be one mainly of comparison, viz;, as regards 
tbe relative superiority of this or some other system, for the collection 
of a given and necessary amount of revenue. 

• In the consideration of a tariff' imposed for purposes other than for 
revenue, the question at issue on the other hand would appear to be one 
of profit and loss, orratherofburden and advantage; — the burden being 
the iius. and enhaueed prices which the community consents to impose 
upon itself; and the advantage, tbe profit which is held to accrue from 
the resulting stimulus and development of domestic industry. 

If these i>romises be correct, the essential point of interest in all 
this inquiry then is, simply to ascertain on which side of the account 
stands the balance; and this knowledge, in turn, is to be obtained so f^u* 
as this investigation is concerned, through theaualysis and determination 
of facts and tbrough the experience alike of producers and consumers. — 
These facts and this experience the Commissioner, daring the last three 
years, has sought, tbrough his oflicial position, diligently and impartially 
to obtain; not^ as has been already stated, with a view of supporting 
the theory of ftee trade on the one hand, or protection on the other, but 
solely with a desire to know what policy hereafter is likely to prove most 
advantageous to the revenue and most certain to establish tbe credit oi 
3 CK 
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the whole coaotry upon a sound and substantial basis. To the resolt of 
this investigation in particular he would next ask attention. 

ESSENTIAL PBATUEBS OP THE BXISTIHG TAHIFF. 

The basis of the existing tariff is to be found in the act of March 2, 
1861, which virtually repealed all former duties, by providing that upon 
all raw or unmanufactured articles and upon all articles manufactured 
in whole or part, not enomerated in said act, the rates of duty should be 
respectively 10 and 20 per cent, ad valorem. Since this date there have 
been eleven amendments essentially affecting rates of duty, some of 
which, like the acts of July 14, 1862, and June 30, 1^*^ were equivalent 
to almost complete revisions.* ? 

The rate of duty imposed by the existing tariff on the invoice value in 
gold of the dutiable goods imported into the United States has averaged 
±br the last three fiscal years about 48 per cent.f 

If to these rates, ireights, insm-ance and commissions, which in them- 
selves constitute a natural and unavoidable tariff, be added, the average 
of duties ^7illbe8til! further increased to theextentoffirom 10 to 15 per cent. 

Again, the requirements for revenue gxowiog out of the war having 
necessitated the creation of an all-petvading system of internal taxation 
subsequent to the increase of the tariff in 1881, it became absolutely 
necessary, in Order to prevent such increase from being neutr^zed by 
the taxes levied on the products of domestic industry, to increase at least 
■correspondingly tlie rat-es of dnty levied on the importation of com- 
peting products, which end was steadily kept in view, and in a great 
measure attained in the respective acts of June 30, 1864, and March 3, 
1805. This statement is illustrated by the following table, which shows 
in respect to certain staple articles, the intemsd tax imposed by the act 
of June 30, 1864, and subsequent acts, and the increase of tarift allowed 
on the corresponding competing imported article. 

" Tlio number of aTticles taxed uncle)' the existiue tariff and speaiScalij euiitnerateil in tbe 
HuofGoial cutaloffue generally referred to, (Ogden^ compilation,) is upwards of S.OW) ; but 
iiB many separate articles are often embrftced under cue common desigiiatioii, the epecific 
nnmller is un^oubiedlYmucli greater; of these, a vei'jlai^ proportion affaril only a nominal 
revenue, and in not a tew instances tbe gross receipts from specific articles will not exceed Uie 
snm of SGO per auuum. That conclusion, however, would be mobt hasty and injudicious 
which would advocate an eismpiion froai dutj of all artioies yielding an inconaiderabie 
amount of revenue, inasmuch as many raeh articles constitute, as it were, toe outworks which 
ilefend and make certain the most important sources of revenue. Thus, for example, the 
amount of the article of sugar-candy imported ia very inconsiderable, (probably not sufBcient 
to defray the costs of collecUon,) but if this article were to be exempt from duty or admitted 
at a lower rate than simple sugar, its importation as a suhstitute for sugar would probably 
increase to an extent sufficient to seriously affect the revenue. 

{ ThefellowiDB; table shows the exact percentage of duties to duli able imports, and the per 
centuge to total imports for the three fiscal years 1366, 1667, and 186B, respectively : 
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Since tlie IStli of July, 1S66, the intemEd taxes on the above and all 
otliei' domestic products, witli few exceptions, have been sub8taiitia.l3y 
removed, but withoat any corresponding alterations in the tariff. The 
practical effect of this action, therefore, has been p increase gradnaliy, 
and as it were insensibly, the percentage of the tariff, which increase for 
the majority of domestic products "mil average five per cent, as a mini- 
mum. On some articles, however, the comparative increase has been 
much greater, as, for example, upon imported liquors, the incrcEtse of 
tariff upon which, by the reduction of the internal taxes, must he re- 
garded as equivalent to at least 40 per cent. 

■Notwithstanding these extreme rates, higher than have ever before 
been levied by the United States, or by aiuy civilized nation iu modern 
times, audhigher,as we have just shown, by a minimum of five per ccgl. 
than at the termination of the war, the tariff as it stands to-day, fails in 
a great degree to cheek importations, or to give tfcat degree of protection 
to which persons engaged iu almost all branches of domestic industry 
have represented to Oongreas that they are rightfully entitled. 

The cause of this curious politico-economic phenomenon is undoubt- 
edly due in the first instance to the toleration and use of an inconvertible 
paper currency, which always lias and always will work to the pr^udice 
and disadvantage of the industry of every nation which adopts it, in 
comparison with those nations who reco^iize only the standard of gold 
and silver in their commercial transactions. In addition, however, a 
careful and impart^ial review of the arrangement and workings of the 
existitig tariff will not Ml to satisfy that not a few of the evils which 
those who advocate a continaed increase of duties seek to remedy, have 
really been occasioned by an indiscriminate and injudicious application 
of identically the same policy. 

The avowed object of the tariff, as revised in 18(il, was revenue to 
provide for the expenses of a great war. Subordinate only to this was 
the other principle of discriminating duties in thvor of domestic or home 
industry — a principle which may be considered as the present policy of 
the great majority of the American people, and which, as we have already 
shown, is recognized and virtually acted upon by all the leading commer- 
cial nations of Europe. With the termination of the war, and with accni- 
ing re'ceipts from the tariff in excess of the actual requirements of the 
treasury, the popular tendency, as expressed by legislation, accompbshod 
or projected, has been to reverse the order of importance of these two prin- 
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cii)le8, aiid to mate tbe idea of revenue sabordinate to protection rather- 
tbaii protection subordinate to revenne. And in carrying out, furtlier- 
more, tlie idea of protection, but one rule for guidance would appear to 
have been adopted for legislation, viz : the assumption that whatever 
j-ate of duty could be shown to be for tie advantage of any private inte- 
rest, the siune would prove equally advantageous to the interests of the 
whole country. The result has been a tariff based upon small issues 
rather than upon any great national principle ; a tariff which is utgust 
anduUertnal; which needlessly enhances prices; which takesfarmore indi- 
rectly &oni the people than is received into the treasury ; which renders 
a» eschEmge of domestic for foreign commodities nearly impossible ; which 
necessitates the continual exportation of obligations of national indebt- 
edness and of the precious metals; and which, while professing to pro- 
tect American industry, xeaUy, in many cases, discriminates against it. 
But as it is facts not assertions that are wanted, let us examine the 
existing tariff and see if the facts make good the assertions. One of the 
first things that an analysis will show is, that every interest that has been 
strong enough or sufficiently persistent to secure efficient representation 
at Washington has received a full measure of attention, while every other 
interest that has not had sufficient strength behind it to prompt to action 
ha8beenimperfectlytreate<.l,orentirelyneglected. Thnsletany one glance 
at the great departments of wool and iron, and he will And that the duties 
on all the leacfing products have been carefully increased, harmonized, 
and atljustcd, in a great degree. In accordance with the wishes of those 
interested. 

TAEIFF ON DEtTC^ AKD CHEMICALS. 
Now, in striking contrast to these is another ^eat department of the 
tariff, viz: the department of drags and chemirals, which embraces 
nearly one-half of ^1 the articles on the list of enumerations on which a 
duty is levied. In this department there is hardly an individual in the 
nation who is not more or less du^ctly interested. It regulates the price 
of nearly all medicines and remedies from the expensive alkaloid that 
protects from malaria, to the material of the cheap infusion that con- 
stitutes the relying remedy of the humble housewife; the gums of the 
vamish-makor and paper-stainer; of all dyewoods, dye extracts, resists, 
and mordants; of sulphur and the nitrates that foi'm the basis of the 
great commercial acids ; of the salts of artificial manures ; of all the 
reagents and tests of the chemist; of the materials which assist in the 
Aveldingandpolishingof the metals; of the essential oils that constitute 
the raw material of the perfumer, the soap-maker, and manufacturer 
of extracts; of the great alkalies, bleaching powdei's, and antiseptics; 
of all photographic salts and preiKU'ations; the enamels of the Jeweller; 
the fluxes of the glass-maker; the astringents of the tanner and leather- 
dresser — ^upon all of these, andmany other ai-ticles and products embraced 
in this department, the duties are discordant and often antagonistic alike 
to the attainment of either revenue or protection; advalorems being 
mixed up in the most heterogeneous maraier with specifics, and neither 
having in general tlie slightest regard to the cost or use of a product. 
On some articles, like opium and the alkaloids, the duties are so excessive 
that the chief imfwrt is already made tlirough me agency of the smuggler; 
on others of corresponding use and cost the duty ranges from the merest 
nominal to the most excessive rates. On the drags used as medicines 
the duties which might bo made specific are generally ad valorem, and 
80 hi gh as to constitute in themselves a bounty for the importatiou of the 
worthless materiid which all other markets have r^ected. In some 
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instances a discrimination has actually been made against domestic and 
in fiivor of foreign industry, as in tlie case of lac and lac dye, -where the raw 
material is burdened with a duty of 10 cents per i)ound, and the raajiufac- 
tnred article admitted free. On some of the varnish gums, articles which 
compete in no degree with any domestic product, the duty is in excess of 
their prime cost in the London markets; while in respect to glass, the 
statement is made to the Commissioner by one of the leading manufac- 
turers of the country " that more duty is paid to the government by the 
domestic glass-maker on the imported raw materials used by him in his 
business ^an is received from duties imposed on the importation of table 
glass ware of foreign manufacture." Now the reason of this unfortunate 
condition of affairs is to be found in the fact that it has never been made 
the special interest of iotelligent aud influential parties disconnected with 
the government to press this matter upon the attention of Congress; and 
whenever a partial effort to arrest the attention of the committees has 
been made, the claims of the gi-eat special interests have been too urgent 
and imperative to allow time for consideration. Two years ago the 
Commissioner, aided by the voluntary efforts of some of the best experts 
in the country and leading members of the American Pharmaceutical 
Society, prepared and submitted to Congress a complete revision of this 
important branch of the tariff. His work, however, was not only not 
accepted, but the very fact that it was performed has been made the 
occasion of complaints as involving unnecessary interference with pend- 
ing legislation, and a useless expeuditui'C of time and labor. 



Another eliaraeteristic feature of the existing tariff is tliat it attempts 
indiscriminate or universal protection, an idea which, if fully carried out, 
would render all protection a nullity; and to the extent to wiiich it is car- 
ried out does more for foreign as compared with domestic industry than 
almost any other one agency. 

This will appear evident when we consider that but few products, the 
result of applied labor and capital, come to the consumer as the result 
of one process, bnt nearly all involve several stages or weU-deflned points 
of progress, in which the flnishe<:l product of the one becomes the raw 
material of the other. K a tsis laid under the tai-ift^ mth the view of 
protection, were impartially and universally apjiortioned ; as, for example, 
if all duties were increased by one act ten per cent., prices, after a little, 
would be affected uniformly ; aU raw material of foreign production, or 
those of domestic origin whose price is regulated by a partial foreign 
supply, would rise equally with the manufactured product, and the cost 
of production, though pushed to a higher level, would relatively remain 
as before. If, on the contrary, the distribution of the tax were not made 
uniform, it is evident that whatever was laid upon a raw material would 
be equivalent t-o a reduction of protection to the product which results 
from its maiiufactiu'6. Cut the term raw material, as above shown, is 
only a relative expression ; so much so, that it would be difftcult to 
instance any article, the product of industry, to which it could be abso- 
lutely and imqualifiedly applied. Thus, coal is the finished product of 
the miner,but the rawmateaialforthemanufectureof pig iron; pigiron, 
in tiini, becomes the raw material for the manu&ictare of bar iron; bar 
iron for machinery, macliinery for textile fabrics^ texfcilo feibrics for cloth- 
ing, and dothing for the laborei-, whose efforts m the single department 
of agriculture determine the national prosperity, aud indeed the very 
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existence of all other forms of industry. It will be fonnd, farthermore, 
on analysis, that tUe amonnt of labor or capital invested or re<inired in 
the several stages of indnstiy above cited is very disproportionate, and 
increases very rapidly in the order of ennmeration; there being, for 
example, more individuals employed in the mannfa«tnre of clothing in 
the city of Boston alone than there are in all the woollen nulls of Massa- 
chusetts ; while the number of laborers employed in agricultnre is far in 
excess of those in all other industries combined. Hence the necessity in 
the construction of a tariff, whether the object aimed at be revenue or 
protection, of the exercise of discriminatioQ ; which discrimination, in 
order that it may be intelligent, mnst be based, not on a consideration 
singly and separately of the interests involved, but upon a consideration 
and knowledge of the relations which the separate interests sustain to 
the whole, keeping in view at the same time the cardinal doctrine that 
all legislation approximates to perfection in the degree that it provides 
for the greatest good of the greatest number. And unless this course is 
recognized and adopted, it never can be known, whetlier the benefit that 
may follow from the imposition or increase of a particular duty wUl not be 
more than counterbalanced by the uynry that the same duty may inflict 
indirectly. In fact, the industrial interests of a highly civilized country 
are as mutually inter-connected and inter-dependent as are the diverse 
parts of the human body, and growth in both cases must be natural, 
symmetrical, and imiform, or the result will be distortion, torpidity, ana 
paralysis. 

The following incident of recent tariff experience strikingly iHnstrates 
the dlHicHlty and danger of attempting to base legislation upon the 
demands of single interests, even though such demands may in them- 
selves appear, and within a limited sphere actually be, intrinsicalty fair 
and just: 

In the yeai 1864, the manufacturers of spool thread ascertained that 
fine English thread was being imported as yarn under a 35 per cent, duty 
and afterwards spooled in me United States, thns evading the duty on 
spool thread, which was considerably higher. Accordingly, on proper 
representation of the facts, the tariff was so amended that a duty of four 
cents was imposed upon each skein or hank of unwound thread or yam 
of 840 yards, and, in addition thereto, tliirty per cent, ad valorem — a 
rate which practic^ly amounted to i)rohibition. On the attempt being 
made to enforce the duty, it became clearly apparent for the first time 
that tlie fine cotton threads or yarns, ranging from niunbers 100 to 200, 
which it was proposed to exclude in the unwound state, were needed for 
many other piu^oses than for sewing) and that some of them could not 
at that timebefumisheduiideranycui!um8tancesin this country. The 
very best quality are especially needed for the manufactuie of elastic 
fabrics, which was indisiiensable for the making of suspenders, gaiters, 
and other products; and their manufecture, for the time being, would 
have been utterly rained, could the object aimed at in the duty have 
been practically carried out. The jnanui'actore of lastings, coburgs, and 
other worsted fabrics to which tliese yams were essential, was also then 
being for the first time entered upon , and in one Imown case was actually 
abandoned in consequence of the interruption of the supply of fine cotton 
warps caused by the attempt to enforce the duty. 

After considerable difftcnlty, great interruption of business, and the 
reshii)ment to Europe of importations of yam which had been ordered 
before the enactment of the tariff amendment in qnestion, the matter 
was adjusted by a decision of the Treasury to this efttect ; that a cotton 
warp or yarn intended for use in the manufacture of elastic, worsted, or 
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woollen fabrics was a manniactnre of cottou not specially enumerated, 
and was therefore subject to the ad valorem rates imposed on articles of 
this kind, raliier than on those specificaUj fixed on ttixead or yam j and 
by this decision only, several branches of American industry, involving 
probably more of capital and labor than was represented by the article 
■which it ■was originally intended to protect, were saved from absolute 
destruction. 

As another incident to this transaction it may be stated, that it was 
subsequently taimA by experience to be impracticable to enforce tho 
duty on the skein or hank, according to the arbitrary standard of 840 
yards, the effect of which has been that yam in the skein, bundle, or 
cop continues to be impoi-ted at the rate of duty esisting pre'rious to the 
enactment of the amendment referred to. 

EFFECT OF THE TAEIFF ON SlirP -BUILDING AND C03DIEKCE. 

But it is in respect to the absurdity, as well as the utterly disastrous 
influence that flows from the cacrying out of the principle of universal 
and indiaoriminata protection that the illustrations are the most numer- 
ous and significant. Wliat, indeed, can be more instructive than the 
lesson afforded by the present condition of the ship-building interest and 
the foreign commerce of the United States. There aa?e three things, the 
importation of which is theoretically impossible, viz., counterfeit money, 
indecent publications, and ships. In addition to this measure of absolute 
prohibition of ships there has been superadded, for the benefit of Ameri- 
can ship-builders and ship-o-miers, a bounty in the restrictions which tho 
law imposes on all foreign vessels flx)m engaging in the coastwise trade ; 
and yet to-day, speaking generally in respect to ocean traffle, we can 
neither build, buy, nor sell an American vessel. 

Tills result is obviously due in no smallpart to the fact that while pro- 
tecting the ships, we have also protected to nearly an equal degree the 
separate constituents that enter ioto the construction of ships, viz., the 
timber, the iron, the copper, the cordage, and the canvas; and these two 
agencies have so far neutralized and counterbalanced each other that 
neither party, within this particular sphere of industry, has been bene- 
fitted ; tiie ships not having been built, or the constituents of their con- 
struction created or applied, while the community at large, whose inter- 
est it is that all these branches of industry should prosper, has likewise 
received no benefit, but rather detriment from the suspension or diver- 
sion of labor and capital team its previous employments. The same 
system, moreover, of checks and balances gro'wiiig out of the indiscrimi- 
nate and universal taxation under the tariff whidi we have thus shown 
to exist in ship-buflding, has been also so far extended to every other 
branch of production, tltat if sMps available for fordign trade were to-day 
furnished to hand, loithout cost, their me mmt be exceedingly lM)iited,for the 
reason that the high prices of all domestic ewnmodiiies would effeetually 
prevent tJiat exch(i/}ige with f&reiffii co-wntries which in itself eonstiUites co^n- 
i}iei~ee. 

The nation during the last few years has rapidly leai'ued to appreciate 
tte effect of an universal and indiscriminate system of iutemal taxation 
in the enhancement of prices and in the restriction of production, but it 
has thus far failed to recognize, to the same extent, the inevitable ten- 
dency which the adoption of a similar system of taxation under the tariff 
has to prodiiee results con'espondiiig and analogous. Examples of the 
working of the tariff in particular instances will, however, greatly assist 
this understanding. 
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TAXiTION AKD ENHAKCEMEHT OF THE VUKTE OF LXj-MBEE. 

We select as our first illnstratioii tlio ai'ticle oi imnber, on wliicli tlie 
government levies a duty of twenty per cent-, ad valorem ; wliicli rate, by 
the addition of the pereeutage which the importer almotit invariably will 
a<lii by reason of the payment of the duty, may probably be considered 
ae eqiiivalent at the present time to twenty-five per cent 

Uow, the increasing necessity and use of tliia indispensable article ia 
such, that the demand for t!ie last few years lias been fully equal to or 
has tended to exceed supply, which in turn has resulted in constantly aug- 
mented prices; the price, for example, of the cheapest varieties of lum- 
ber in the Albany, New York, market having advanced since 1861 about 
XOO pel' cent.* 

A supply of foreign lumber (i. e.^ from the Britisli provinces) being 
absolutely essential to meet tlie requu'euients of the country — a fact gen- 
erally conceded — two things follow as a mattei' of necessity ; first, that 
whatever duty is imposed on the foreign product is paid wholly by the 
consumer, and is therefore equivalent to so much direct tax, and secondly, 
that the price of the imported ai-tiele regulates and determines the sell- 
ing price of the domestic xu'oduet, at least for all tlm,t portion of the lat- 
ter which is exposeil to the competition of the foreign supply in the oi>en 
and leading markets. Whatever, therefore, under these circumstances 
enhances the price of foreign lumber, be it a tax or some other agency, 
will from necessity augment the price of the domestic product to the 
same extent. Or, in other words, a ta.x oa the importation of foreign 
lumber becomes also a tax upon the consumers of the whole domestic 
product ; with this essential difterence, that in the one case the pro- 
ceeds of the tax results to the benefit of the imtioual treasury ; and in 
the other to the benefit exclusively of private interests. 

Let us now see to what these respective taxes amount. The net invoice 
vaino of the importation of:rougli hunber, during the fiscal year 1868, 
was about seven and a ]ia\t millions of dolliu's ; while the value of the 
<lomestic product for the same period, or tlmt pai't of it which entered into 
competition with this foreign import, may be approximately esthnated at 
liity-four millions. For every dollar, therefore, that is taken in the form 
of a direct tax, seven are taken indirectly tlirough the increase of prices; 
or, in other woitls. 82,250,000 ciUTCUcy are received into the treasury at 
an indirect cost ot about sixteen millions. And tliis is not all. 25 i>er 
cent, on the increased price of lumber means 35 per cent, in the increased 
price of houses, 25 per cent, in the increased price of vessels, of fencee, 





180!. 


1862. 


18G3. 


l&M. 


18G5. 


186G. 


imr. 


1868. 






S16 00 
10 00 
8 50 


$18 
12 

9 
43 


m 

15 
fiO 


..0 
21 


132 

jr 

14 

70 


sag 

34 
19 
80 


25 
2li 
75 


*li 


Sprace ....... 




Blade walnut . 


do 


70^ 



It will be observed that of tlie lumber moat in demaud for buildiag puTposDs, tlie udvance 
in prices from 1861 to ]S(i7 was na tbllowa: 

Spruee, 150 per tent. ( pine, 119, and hemlodc, the most in demand for ereution of tbe 
iMiiunon dtsuription of dwellings, 158 per ueut. In May, 1868, the pricea bad fallen from 
ii to So per M. feet, inakiog tbe iucrettse from tbe prices of 1660, on the above yarieties, 
100,94, and lUO per cent, respectively. 
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of railroad ties, and other constrnctions of which woocl is the priucipal 
constituent.* All these find their expression in the increase of wages and 
of the cost of other forms of raw material ; and these in turn augment the 
cost of manufactures; and thus the wave of taxation, emanating from a 
common centre, eontlniies to extend ajid enlarge itself until no man can 
measure the hreadth and power of ita influence, hut breaking ultimately 
with ita full force upon two classes of society^ riz. : those h\ing upon 
flxed incomes and the day laborer, for it is not in the power of either of 
these to arbitrarily increase his income as a measure of compensation. 
And all this has been done in the name of protection to Amerieanindustiy ! 

But are not the producers of lumber^ it may be asked, equally entitled 
to the same measure of protection against the cheaper labor and capital 
of foreig-u countries as is conceded to other domestic interests ? We find 
the answer, in the first place, in the claim which the lumber producers 
themselves preferred during the continuance of the universal system of 
internal taxation, viz. : that their product, by reason of its importance as 
a fundamental raw material in almost all other branches of industry, 
should be exempted from all burden of an excise ; and this daim was 
promptly acknowledged and acceded to by Congress. Again, it has 
never been pretended, even by those who advocate the moat extreme 
rates in respect to protection, that iirotection, or what is the same tiling, 
a bounty, should ever be given to any interest that is able otherwise to 
sufficiently sustain itself. Now, previous to the repeal of the reciprocity 
treaty there was no duty imposeti on raw and unmauufactiii«d lumber 
imported irom the British provinces, and previous to that time no interest 
was in a more flourishing and stable condition than that engaged in the 
protluction of lumber. Since the commencement of the war, moreover, 
the increase m tlte price of lumber ftas ieeh far in advance of ike average 
increase in tlie pi-ice of labor and of otlter cominodiUcs. 

The interest of lumber production, therefore, judged simply by com- 
parison, does not stand on terms of equality in respect to a claim tbr pro- 
tection with otlier products ; and if it did, uiere can be no benefit shown 
to accrue fl-om ta-xation levied on the importation of lumber that wHl, in 
any degree, coiupensate for the injury that is thereby inevitably entailed 
upon other branches of industry. To tax lumber, therefore, imder tho 
tariff, even to the slightest extent, is to discrlmiuate against rather than 
protect American industry. 

A wise foresight, flirthennore, would indicate that the national interests 
are likely to be best subserved by restricting rather than stimulating 
the destraction of our forests, whichj in consequence of the contiuually 
augmenting demand for lumber, are diminishing and receding with alarm- 
ing rapidity. So certain, moreover, is the future advance in the price of 
lumber, omng to increased demand and diminished supply, that if it 
were possible to draw for the next ten years the whole domestic supply 
from foreign soui'ces, the result would unquestionably be for the benefit 
rather thaai the detriment of the country j while in respect to private 
Interests theincreasein value of timber lands held in reserve dining the 
same period would probably exceed any average iutei'cst that would be 
likely to accrue &om a different emiiloyment of capitaLt 

* In the United States tliere were sixty-six trades reported in ]S60 as dependant upon 
Rood aa theit' mnteTlnl for manufauturing ; and S4S,956 inea employed io the simple trnde of 
carpentry alone — or tbrea times as maoy as worked iu cotton, asdtbirleen timea as many as 
worlisd in the production of flour and meal. 

t That the views here presented are begjnnjn^ to be entartained in those sections of the 
country at present most directly Interested in this branch of bueineas, <s evident from tho 
following extracts from a communication from an authority on this Bubjeet in the Stale of 
Maine, ivho tnkea the view that the State itself should not aJlow ths munufacture of lambci 
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The incj'ease in the receipts of lumber at some of tlie principal lumber 
martets of the country shows the remarkable increase in the demand 
and consumption of this article. Thus the increase at Albany of the 
quantity of boards and scantling received by the canals alone, in the two 
years irom 1865 to 1867, was nearly 60 per cent,, or 25 per cent, per 
annum; while at Chicago, in the four years from 1863 to 1867, the increase 
in the receipts were as follows: on lumber, 113 per cent.; shingles, 159 
per cent. ; and in laths, 251 per cent. 

TAXATION OF BXLT. 

The Commissioner would next ask attention to the taxation imposed 
under the tariff on salt, a product which properly should be classed as 
an article of food. 

The importing prices of salt at the principal, foreign sources of supply 
range &om 7 to 11 cents per bushel ; the average price at Turk's Island 
being 10 cents, at Cadiz 7 cents, and at Liverpool 8 cents per bushel. 

In 1841 the importation of salt was &ee : in 1842 a duty of 8 cents per 
bushel was Imposed on salt in bulk, which was changed in 1846 to 20 
per cent, ad valorem, or about 2 cents per bushel ; in 1857 it was reduced 
to 15 per cent., or about IJ cent per bushel ; in March, 1861, it was in- 
creased to 4 cents per bushel; m August, 1861, to 12 cents, and in July, 
18(i2, to 18 cents per 100 pounds, Ag the weight of a bushel of salt 
ranges from 56 to 85 pounds, it wiU, therefore, be seen that the existing 
duty is eqxiivalent to an advalorem on the importing prices, as above 
given, of from 100 to 170 per cent., an average higher than is imposed 
under the tariff on any other article of prim al necessity and consumption. 

The relation between the duties and the importing cost of salt will, 
however, be rendered more apparent by the following statements, show- 
ing, in several specific instan<;es, the results of actual exiDCrience : 
No. 1. — Brig Goodwiu, from Cadiz, arrived at Kew York, August, 1867 : 

Cost of cargo, 15,340 bushels, (gold) $1, 159 83 

Duty paid on same 1,987 36 

Percentage of duty to first cost 170 

"So. 2. — Brig Sarah Kennedy, from Bonaire, Kew York, September, 1867 : 

Cost of cargo, 10,740 bushels, (gold) §1, 500 00 

Duty paid on same 2, 160 00 

Percentage of duty to first cost 144 

to ei fi tl ih !!H)i\t!i hhJ iliat "Ihe aourees of wealtli represented by tlie t'oreats of the State 
rIli II I \ rli mTi iipoD for the sake of preswit gnm to tbe few at the espeiiso 

it 1 1 LI " "In tie mamifacture of the yearly growth of tlie forests of 

11 III the lumber fausiness would still be very "eitensive, and play an 

ini[ I lilt; Ibo w eallh of the State, But as it is now eooductafl, basiness 

wiU buL . j^_ .1 , V I. i,«L m these places ioBtead of increaaing with the population es it 
ouglit to do Tiltj i cars a^ t)io immense tracts of woodlands on the banks of the Saoo 

seemed almost lucxhaustiblc; ont with the mills that have been built, and the extensive man- 
lita(,tareof 'bO£$hooh<i ' and 'headings,' thehimbci' that noiv comes down is comparatively 
small shuwiiif, tlint ih" (xlLUt uf ihe traiie is beginnicg to eanse an approximate exhaustion 

! I ! nreign Office of Great Brit^ia by the British 

( 1 t uotwithstacdins 91 per cent, of the ares of 

tl I t land, there is a general apprehension of 

upj I I MIL lit Tecluetion in the eiport of wood ; all the 

foic&li 111 IIr |ipiilil J I 111 cl il t illinium and along the great linos of comoracication 
having been nearly or quito cThaustod It is also stated that no considerable compensation 
for this deficiency can at pressnt be eTpected from the va^t Norrland foresta of that country, 
in consequence of theii almost absolute ii ' ' ' 
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So. 3. — Ship Ontario, from Liverpool, New York, September, 1867 : 

Coat of cargo, 6,429 sacks Liverpool groimd salt $2, 631, 40 

Daty paid on same 2, 913 84 

Percentage of duty to first cost 115 

In 1860 the actual cost of a cargo of salt of 18,330 bushels, imported 
into Boston from the port of Trepani, Sicily, was declared at $2,063 41. 
The duty on this import imder the then existing tariftj (viz., 15 per cent. 
ad valorem,) was $309 45. Thedutyontheeamequantityof saltimported 
from the same port, under the present tariff of 18 cents per 100 pounds, 
would amount to $6,089 68, (gold.) The freights paid (in gold) in 1868 
were not essentially different from those of 1860, but the sdMug price ot 
salt has advanced about 28 cents per bushel, or from 20 to 23 cents in 
1860 to from 48 to 51 cents m 1868. 

And yet, notwithstanding this experience, it is claimed that the duties 
as they now stand are not sufficiently protective, and a further advance 
of trom 18 to 24 cents per 100 poun<fe is urgently demanded, and has 
been acceded to in the biLl now pending, (House of Eepresentatives, 
No. 1211.) 

In considering this application the question which naturally suggests 
itself is : Are such excessive duties necessaiy to the existence and 
development of the salt manixfactnring industry in the United States ? 
And, independent of all pactieulars, it may be said, in reply, that it would 
seem in the first instance, to stand to reason, that there must be some- 
thing entirely abnormal and unnatural iu the prosecution of a business 
of any kind which requires, as the primal condition of its existence, the 
imposition of a tariff ranging from 100 to 170 per cent, ad valorem, and 
a consequent average enhancement of its price to consumers greater 
than that paid by otiier commercial nations. 

Coming down, however, to particulars, we find that the leading organi- 
zations engaged in the manufacture of salt in the United States are 
at Syracuse, in the State of New York, and Saginaw, in the State 
of Michigan. Now, in order to the attainment of a full understanding 
of the relation which the duty on imported salt sustains to the manufac- 
ture and cost of the domestic product, we propose to ask attention briefly 
to the condition of these two companies, and to allow each one of them 
to submit the statement of its case through the medium of the sworn 
testimony of its principal officers. 

The association at Syracuse, New York, obtains its brine or rawmate- 
rial from a State reservation, and pays to the State as a remuneration 
for a free supply of brine and for inspection, weighing, branding, and 
for keeping in order the conduits, buildings, and machinery, a toll of 
one cent on each bushel of salt manutiictDred. 

Previous to 1860 the Commissioner finds that the manufacture of salt 
at this place was the result of independent individual, rather than of 
associated enterprise, and was lacking in such a systematic manage- 
ment, both as regards the mannfectnring and selling, as was essential to 
continued and uninterrupted prosperity. In 1860, this result having 
become apparent, the various individual interests were consolidated 
into one association, an enactment having previously been obtained from 
the State legislature (viz., in 1859) which forbade the superintendent 
from fumishuig brine to any other, or to new works, " until the quantity 
raised and distributed by the State shall be sufficient for fidly supplying 
all the existing works through the manufacturing scEtson," As the sup- 
ply of salt water was not then nor has since been in excess of demand, 
the effect of this law was obviously to restrict the production of salt to 
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the then exiatmg manufacturers or their representatives. In the organ- 
ization of the association, each individual manufacturer leased his salt 
property to the company at a yearly rental of 12J per cent, on an 
appraised valuation , which valuation was considerably greater than what 
at that time was undonbtedly the actual cost. About five per cent, of 
the aggregate valuation, or about $100,000, was paid in to famish a 
working capital, and the stocli pro-rated to the manufacturers leasiug 
their property. 

With tiiis preliminaiy explanation, attention is invited to the foUowiug 
abstract of testimony ; 

Syracuse, New York, Oc£o*erS4, ]867. 

John W. Barker, secretary of the Onondaga Suit Compaoy, being sworn, testified ; 

Qaestion. What has been the avert^ ciuantity of fail, made dimne the last len years on 
tho Onondaga leservatiou 7— Answer. In round numbers. 6,395,000 buBhels. The present 
production m above the averi^ of this period, and for tho present year (ISoT) it will bo from 
Befen to seven and a half million bushels, (actual pioduction, 7,E^o,5f)5.) 

Q. Is the quantity of brine obt^ned aufficient to work all tho blocks and covers T — 
A. There is not a sufficient quantity raised, but wo think thera is an ineshanatiblo supply. 

Q. What is the lowest strength of brine that you can work economically )— A. About 60 
degrees by the salometer. 

Q. Are you in the babit of workiuff brine of leas streniftb than 60 degrees!— A. We have 
several wells which furnish brine of less strength, and this we use, to some extent, with the 
Etrenger. 

Q. Please state the nature of presoat organization of the Onondnga Salt Company! — 
A. It is an ovgauiaation which was orif;iuiite3 in 1860, and is to continue for ten years from 
that tiine. Previous bo I860, the manulacture of cover or solar salt was mostly carried on 
by separate companies, and block salt by individnals. In 1860 these separate companies 
were consolidated. 

Q. Under what conditions was the individual property consolidated ! — A. Tlio property 
wasappraiaed by the parties in interest. Theoriginalvaluationof the property was 8:1,^00, 000, 

Q. What interest was jftiaranleed on the property thus stocked ?— A. Wo pay on that val. 
iiatlon laj per cent, as rent. 

Q, Wnsiliatvaluftiionareal valuation, or was it a price above cost!— A. It might be con- 
sidered, on a ^ncral average, as a high vulualion at ihat particular time. 

Q, Was it not, in fact, 33 per cent, above the coat at that tlmel^A, Ho; it was not. 

Q. Wasit not aO per cent above cost T — A. The genpral average of asalt bioak is ®5,000. 

Q. Was the actual cost of making a salt block in IWiO in excess of $3,000 J— A. I think 
it was considevably. I can speak more dohnitely in regard to coarse salL 

Q. What is the working capital of your company?— A. It was originally $160,000, con- 
tributed by the parties to tho uloi-k in the proportion of five per cent, on each share. 

Q. Wiii you state what dividends the company lias declared on lie stock thus paid in? — 
A. Well, I don't know as I can do that. I sliall have to refer to my books for the exact 
figures. The company baa in some years paid very heavy dividends. Tlie first year they 
incurred a loss. That n-us in ISIiO. They dill not make enough in that year to pay expenses. 
In 1861 they made a small dividend. In 1969, 186^, and 1864 they made very large divi- 
dends. The price of salt was enormoualy high, owing to the state of the country at the time. 

Q. Will you state liow large the dividends were? — A. On the J4th of December, 1861, the 
first dividend was made. It was a dividend of seven per cent. The next dividend was made 
in March, IBCa, of 1^ per cent. ITie next was made April 23, 1862, of $1 25 per share. 
The next was September 13, tUGii, b1so$1 25 per share. The next, September 27, l;j63, also 
$1 25 per share. Ehtit was llien seltiDg at $o per barrel. Tlie next was October 4 of the 
same year, of |ll 2r> per share, and again on October 1 1 , of the same month, of $3 50 per 
share. The last extra dividend was made Fcbraary SO, 1864. Since then the average 
annual dividends have been Kuven pei' cent. 

Q. Has the stock of the company been increased since that lime 7^A. It has been doubled. 
[Making the present working capilal of the company $330,000.] 

Q. Have yon divided since 1864 your full profits, or have you carried any considerable 
amount to a surplus fund!— A. We have a surplus on hand of about $600,000, Since the 
oiganizaljon of the company in IbOO the whole amount paid in dividends is about $2,000.000 ; 
but of the profits made by the company since its organization, two-thirds at least have been 
made in coal and coal mining. The proiierty of the company is now absolutely worth 
$4,498,069. 

Q. What is the iai^^t amount of government tax which you paid in any year? — A. 
Nearly $200,000. 

Q. What legislation do you tliink is necEssai'v to insure the continuance and prosperity of 
vour company?— A. Well, I think it would be for the benefit of the salt company, and man- 
kind generally, if we could have a market in New York at the same profit as in tho west. 
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We ere oWigod to send from a milliou to a mllliOD and a balf or two millions of bnaliclfl to 
New York per annum, and upon this we make no profiL 

Q. What, in yonr opinion, woald be the effect ouyonr works if Ihe tariff should he reduced T 
— A. It would Cukeos out of (he market as a nation of course. We could not sustain our- 
selves there for a moment. We ougbt lo bave a higher duty. All the busiuess we now do 
in New York is without profit. It is, iu fact, a loss. 

Q. What ifl the freight on a barrel of salt to Hew Yorlt 7— A. It will average about 12i 
eenis pet 100 pounds, or 371 ceirts per barrel. 

Q. Are joor salt wells and wofka worked up to tbeir fullest cBpaeity J— A. Not the wells, 
but the worka are. We arc making all Ihat is possible under the preFent condlljon of things. 

Q. What propor^on of your salt do youespoit to Canada J — About 100,000 barrels a year, 
(518,904 bushels in 1867.) The quantity haa not materially differed in the last few jeafs. 

Q. Please stat« the present range ofprices foe your salt?— rA. Our price hero (at Syracuse) 
in S^ 35 per barrel. At Buffalo our nominal price is $3 50 ; further west, $2 40. In New 
York city ic sells at from $t 75 to SI 80. 

Q. Why should you sell your salt at a less priee at Ufle-water than at Buffalo and other 
western markets T — A. Because we have not the same competition to encounter in the west. 

Q. Then I am to understand that jouregalate your prices by the competition !— A. Yes: 
and the comparatively large amount which we dispose of in the chief cities is another consid- 
eration for lowerin;^ the price. Our first business is to take care of our Lome trade, ou whic^ 
we require only a iair profit. 

In aubniitting tbia testimony it ia but simple justice to state that it 
was not only claimed by the Onondaga Salt Comx>any, but that figures 
in Bupport of the claim wei-e also submitted, showiug that a very largo 
piroportion of the great profits realized since X801 have been due to the 
possession and control of cheap coal, and that if tlie average market 
price had been paid by them tbr the coal nsed under their furnaces, the 
cost of manutUctnring salt wonkl have been greatly enhanced. But 
allowing all this, it is difficult to see what bearing the fa«t has upon the 
claim of this particular company for an increase of the tarifi^ iuosiaucli 
as iu determining the question we are to looli at the circumstances as 
things actually are, and not as they might have been if less of foi'esight 
and good management had been exercised. To maintain the contrary 
would be, in fact, to assume that the amount of protection to be a\'rarded 
to a particular industiy should be in proportion to the incomiietence dis- 
played iu its prosecution. 

The next witness, to whose testimony attention is iuvited, is Duncan 
Stewart, esq., of Deti'oit, president of a salt manufacturing company at 
Saginaw, Miclugaii, who, being sworu, {October 15, 18(57,) maile iinswer to 
the following questions: 

Question. Will you please state the present condition of the business of producing salt in 
the Saginaw salt district ? — Answer. For the f rst few years that the business of manufactu- 
ring salt in Saginaw was carried on, there wore very few people etig-aged in it who knew 
anything at all about the business, as to Low it ought to be managed. This left Ifae salt 
intereatlaboringunder a very great disadvantage. 1 should say that at least one half of all 
-athas' • ■'" ■• ■■ ■ -- .' ^ > =._,_..,._.,._ 



tfaemoney that has been invested in the salt business there h 

and extravagantly, and that the business np to last year has paiu nma ur uu piuni^ j.iiin 
has not 1ieen owing to any dbadvantoge or defect in the business itself, but is mainly owing 
to the competition which has existed among the manufacturers, there being a large number 
of manufactnrers, and each of them competing in the same market with all ihe others. 
Niuat^en-twentieths perhaps of all those engaged in the business, not having the lequisite 
capital to carry it on, have to throw their salt into tlie market as soon as it is produced.- 
This has, however, been remedied to some extent. About 75 per cent, of those engaged in 
the bnsiness now ace associated into companies, called the Saginaw Bay Company, and tho 
Saginaw Valley Salt Company, I think thero is hut about one quarter of the whole interest 
outside of these associations now. The result has been better management, greater unity of 
action, less eompetilioc and better prices. I submit a table of the tost of making salt in tho 
years 1664, 1865, and 18ti6, with the average rata of sales and profit and loss: 
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I will stole fbat (he loss exhibited in this lable was entirely bronght aboat by bad manfiga- 

Q. Has tbere been any eeaf>titial reduetion of freigbta frnm the S^iinaw <!istrict to the vari- 
oas lake ports 1 — A, The average fieighte this season to the Lalte Erie potts will not exi;«ed 
50 per cent, of the aveiaga rates of JaaC year. Freights to Toleilo are about 25 cents M^ainst 
75 for the early part of the season, and a dollar for the later part of the season. The Detroit 
freights ran from 35 cents to $1 50 in formor yeara — this year 90 cents. The dimination of 
freigbta bas, of itself, converted the manufacture of salt in the Si^naw valley into a ilur anc- 
cess, where, without it, it would have been an absolute failure. 

Q. What is the average price per barrel of Saginaw salt in the lake ports ! — A. It has 
sold at an average of f^ 1 8, as neaily as may be. 

Q. To what extent does the salt manufactured at Syraonae compete with salt manufao- 
tared in the Saginaw district!— A. It competes witb it in nil the lake ports, the Syracuse 
people selling their salt in the larger ports at a rate verp much below wnat tbey charge in 
New York; for instance, for the same kind of salt which they sell in New York forf2 50 
tbey sell ia Buffalo for $S SO, makiag a difierenee of 30 cents a barrel. This is done for 
the purpose of damaging the interests of the S^inaw manufactarers, tlie present high 
tarifT giving them nearly the entire control of the seaboard markets, where they make large 
profits, enabling them \a throw their salt into the western ports at, sometimes, much bf' "~" 
the cost of product at Syracnse. This they do for tbe purpose of destroying the Sr - - 



_„ ^ _. . ^ .._ lerience, according 

u) the statement I have handed in, shows a loss in tbe year 1864, without coantin^ the 
loss of interest on investments, and in J865 also. The profit made in 18(16 is prcmt on 
manafftctarlng without counting anything for interest on investments ; so that on the whole 
it has been a losing business. 

Q. Have you any knowledge as to what have been the profits derived from tbe manuliic^ 
ture of salt in Syracuse durine the last few years 1 — A. Not farther than tbe prices quoted in 
the eastern markets; and judging fioQi those prices, they must either have made enormous 
profits there or else have made an enormous loss at Ibe west. My own opinion is that tbey 
nade very large profits in the seaboard trade, from the quotations given. 

Q. Are the present high rates of duty on foreign salt necessary, in your opinion, to 
encourage oar domestic production of this article 1 — A. I think not, 

Q. Will you stale tbe reason why f — A. Because we have the entire benefit of the cost 
of transportation, which must be added to the cost of tbe foreign article; this of itself is a 
sufficient reason why we ought Co be able to compete successfully with foreign salt at a less 
rate of duty than is now paid. The tariff inures almost entirely to the adranti^ of the 
Syrocnse manufacturers, giving them almost the entire control of the seaboard market, 
euabling them to realize lat^ profits ; enabling them to lay the salt which they send to the 
western markets at a rato so low as to be ruinous to the inlerosts of the S^naw maitu- 
fautnrers. 

Q. You have no doubt that this system has been pnisued by parties engaged in the salt 
interest at Syracuse 1 — A. I have no donbt whatever that it has been, pursued systematically 
and constantly since the commencement of the manufacture of salt at S^inaw. 

Q. Do you look for an increased production of salt iu the Saginaw district during the 
coining year J — A. Not with the present results of the trade, but a fall in tbe price of labor and 
material would probably largely increase the quantity of sailt produced. With present prices 
there will be no increase, very many of the works having, even wader the favorable circum- 
stances of this year, not run at all There is another matter connected with tbe tariif that I 
would like to call attention to, and it is the duty of 50 cents per cord that is levied upon cord 
wood imported into the United States from Canada, It would be a great boon, to nave this 
repealed ; there being a short sapply of wood in tbe Saginaw valley, which could be remedied by 
imports from the Caoadian shores whore the sapply is abundant. And it would also dimin- 
ish tbe cost of living of the laboring people. It operates not as a general, but a purely local 



Hoa=db, Google 



SPECIAL COMMISSIONER OF THE REVENUE. 45 

tax;, and is creatinga^atdGal of dissati 6 faction ia the laboring commiinitj. Thej look upon 
it KB Bu oppreBBioa. Cnrd wood hsB become extremely Bcnree in all the frnnlier States : and 
white iCb conBuiuptioii is largely increasing, its Bonrce of supply is dimi dishing. 

The next witness is James Oakes, of Boston, dealer iii sj^t, who being 
duly eworn, testified as follows : 

Question, Will you state the prices at which Syracuse Bait is sold in the Boston marltet, Octo- 
ber, 1(^1 — Answer. Whensold to flshetnien, who hare the right to use foreign salt in band, 
that is, to salt fish on board their vesaela, the price is made to compete with foreign salt, say from 
33 to 35 cents per bnshel ; but when soltl to those fiahermen who salt their fish on shore, and 
therefore have no right to use salt in bond, the price is from 15 to IT ceots per bnshel higher. 
Iq other words, the Syracuse salt is sold to fiatermen at 15 to 17 cents per bushel less than 
when sold for salUng meat. Besides tliia difference in price the manufactoiers of Syracuse 
salt employ agents to go to the different large fishing towns to solicit the pati'onage of the 
£ahermen, and will deliver saJt alongside of the fishermen's veesels at the different places 
free of charge to the consumer ; the expense of which cannot be less than ten cents per bushel, 
includina: "fall short in measure," aoQ in trans^orljng from one port to the other. If alai'ge 
prolit did not arise even when selling to tie fiahermen at 33 to 35 cents per baehel, it is pie- 
snmed that the mannfecturora would not employ agents to go among tbe fisberineu to solicit 
their custom, soi then deliver the salt alon^ide. lu view of these facts it aecma to me evi- 
dent that if the selling of salt ta the fishermen be a remunerative buainesa, and I think it is, 
from the vi^r witli which the agents of the manufacturers promote it, then the profits on salt 
sold for curing meala nnd otherpnmoses, on which 15 to 17 cents per bushel R^ditioual is 
charged, must be exorbitant; and it should also be borne in mind that the expenses of con- 
ducting the latter branch of the business are much leea than when the salt is delivered along- 
side the fishing vessels, 

Q. Was any reduction made in the price of domestic salt, in consequence of nbatenient in 
ifff!, and the entire removal in 1 86B of the internal revenue tas on the manufacture of salt ? — 
A. I think not. The price of domestic salt, when sold for salting fish on board vessel, is 
fixed so as to compete with foreign salt in bond, without regard to tax of any kind. 

With this exposition of facts and testimony the question of the neces- ■ 
sity or expediency of further increasing the present high duties on salt 
may well be submitted without argument. On the other hand, howevex, 
when we consider bow, through the indispensable use of this article, an 
increase of its price (from 23 cents per bushel in 1861, to 48 cents in 
1868) has come home to the whole people; how such increase affects the 

great iudustrial interests involved in tlie packing of beef, pork, fish and 
utter, and consequently the distribution and price of food at home and 
its exchange for foreign commodities abroad j and especially when we 
consider that the internal tax on this article — which in 1865 was collected 
from one company to the extent of about $200,000 — has been entirely 
removed;* in view of all these circtunstances, may we not well ask, 
whether protection to American industry and a regard to the interests 
of tbe whole people does not demand, not only that there be no further 
increase of the tariff and the'price of salt, but that a reasonable and 
moderate reduction of the existing duties be promptly conceded. 

One further Ulustratiou of the effects of the existmg duties on salt 
may be presented. In the Guljf of California, just nortli of the 26th 
parallel, there Is an island — Carmen — where salt of remarkable purity 
ia deposited by natural agencies in inexhaustible quantities. The situa- 
tion and condition of this island are such, that it would seem as if it 
were intended to be the natural and cheap source of supply of salt for 
the whole Pacific coast of our country; and yet by the agency of men, 
and in the name of protection, this free gift of tied, and this great source 
of national wealth, has been rendered practically of no account^ inasmuch 
as the royalty exacted by the Mexican government, the Umted States 

* As has been before shown, the price of coarse salt per barrel ia Chicago ruled higher 
during the years 1867-'8, subsequent to the removal of the internal revenue tax, than in the 
year 1865, when a heavy taswae imposed. 
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tariff added, and tlic expenses of collecting and transportation, in the 
aggregate amount so nearly to the price of salt oT^tained from other sourceB 
in San Francisco, as almost completely to eat up all profits, and thus 
close in a great d,egree the only mai'ket to which it can be talcen.* 

The result of all this is, that capital and labor, in a section of country 
where capital and labor are of all things most in demand, are withdrawn 
from other employmeata and diverted to doing that which nature herself 
has already done much more perfectly, "viz: making salt from sea-irater 
ill the bay of San Francisco, at a cost of from $7 to $10 per ton. 

The character and results of tliis nnnatoral industry may be inferred 
from the following extract fix)m a rei>ort made to the Commissioner by 
one of the best recognized authorities on this subject on the Pacific 
coast: 

"Thebay ealt prodnced at San Francisco is frequently of en inferior quality, and is mixed 
with a larjre proportion of Carmen island salt before it can bo made suitable for many of 
the purposes for which salt is required. The high price of labor, the ahsenca of all reliaoa- 
«b!c facilities, and the inferior quality of the salt produced at the works, all comblae to make 
the industiy one of no inipoTtance on this coast, anil not one that deserves special protection. 
At present the duty on Carmen island salt amounts almoat to prohihitlon, and but from 
3,0WI« 4,000 tons are yearly consumed. Could it be admitted free or at a lower rate of dut^r, 
the consumption of this one variety would amount to at least 15,000 Ions per annum. It ia 
now utterly impossible to make money in many parts of California and Oregon by paeking 
beef and pork, owing to the high price of salt, occasioned by theeieasaiveduty; wfaichnpon 
the Carmon island product amounts to more than 300 per cent, of the original cost, exclu- 
sive of freight by Bteamers. I say nothing about the mining interests miiioh would bo 
advanced by cheap salt, bat these will be ultimately very important, as the sulphureta con- 
taining gold are being worked with great success by chlorinalion in California, and salt in 
this is one of the principal items of expense."! 

TAXATION ON PIG IRON. 

Again, the article of pig iron affords a striking illustration of an 
instance who.ro a duty originally levied for revenue and protection., or as 
an offset to internal taxes, haa been continued long after its object has 
been fuDy attained, for the interest of the few, but to the detriment of the 
many. 

The existing duty on pig iron is $9, gold ; equivalent to over $12 cur- 
rency. The average expenditure requisite to produce a ton of pig iron 



' The items wliicb make up this cost, as reported to the Cominissiouer, aT< 
Cost of collecting and deUvericg on board a vessel, per ton of 3,000 pouiiils. 

United States duty, (over 300 per cent.) 

Freighte 

Mexican royalty and incidentals 



IS follows 1 
8116 



Cost of Carmen island salt laid down in San Francisco, August, I6G8, i,gQM).. 12 50 





Ciuineii's 
islimd. 


Bay salt. 




3.320 
1.4ifi 
0.000 
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ia tbe United States to-day may be fairly estimated as not in excess of 
$26 i>er ton, eiirrencyj and in the case of furnaces favorably situated as 
regards cheap coal or ore, and under good management, the actual cost, 
could it be truly ascertained, would not probably be found in excess of 
$24. Now, the selling price of Nos, 1 and 2 pig iron in the markets of 
the United States at present, and for the last year, has ranged from $37 
to $42 per ton, with a demand continnally tending to exceed supply.* 

Under these eireamstances the manufacfcurera of pig iron have, to the 
detiiment of the rolling-mill interest, and to the expense of every con- 
sumer of iron ftom a rail to a ploughshare, and &om a boiler plate to a 
tenpenny nail, realized continued profits which have hardly any parallel 
in the history of legitimate industry, the returns of one set of furnaces 
in one of the middle States, commimicated to the Commissionei', showing 
a yearly product of 35,000 tons, on a capital of $450,000, sold at a profit 
of from $10 to $13 per ton. 

The Commissioner, as he writes, (S'ovember, 1868,) has before him 
letters from the representatives of lihe bar and sheet-iron interests in 
nearly all sections of the country, to this effect: "Our works are busy, 
but not remunerative. The profit of the iron manufacture is all absorbed 
by the manufacturers of pig metal. Our only hope ia in equalization, 
and in a fair increase of protection by Congress at its next session." 

'Sow, it would seemthat if the manufacturers of pig iron hadreaUy at 
heart the great interests of American industry, they would of their own 
accortlmemorialize Congress to this effect: "Our profits being far larger 
than is necessary for the prosperity and rapid extension of our business, 
we desire and can have no more efficient protection than what wonld of 
necessity be guaranteed to us by the prosperity and extension of the roll- 
ing-mill interest; and this protection can be readily attained, with benefit 
alike to producers and consumers, by affording under the existing tariff to 
the manufecturers of rolled iron cheaper raw material. We thei'efore re- 
quest tiiat the duty on pig iron, so far as it has beretotbre been imposed or 
maintained for our benefit, may be relaxed or wholly abolished in the inter- 
est of the associated branches of the iron indtistry, which are less prosper- 
ous." The Commissioner has not, however, heard that any sudi move- 
ment has been contemplated, but on the conti-ary it is apparent from &n 
inspection of House biU No. 1,211, now pending, that the manufacturers 
of pig iron propose to allow the representatives of the bar iron interest 

* Tbns we quote from recent price cairenla of recognized autlierlty; 

July, !8t>8.— Furnaces are Btill running on hard iron, aud tbere is not enough No. 1 iron 
to meet the demand. Prices are nominally |43 for No. ] ostia ; 836 to $38 for No. 2 extra 
ibr American, and $42 to $45 for Scotch. Tbe latter is also becoming' scarce. 

Aneust, ISfie.— -American, No. 1 extra and 3 ejrtrn irons continue scarce, anfl prices raio 
from $41 to |43 ; the ofierings few and stock exhausted. The ilemaQd for 1 extra and S extra 
pie iron is increasing, without at present an adequate snpplj. 

SeptembeT, 1868. — American pig iron has not materially changed in price, and we do not 
aller our quotations. No. Icontinues very scarce, and the demand ia in excefls of tbe supply. 
Ho. S extra is also hard to find. Bar iron is very firm, and holders are indisposed to make 
concessions. The mills are fully occupied, and in roost instances considerahlj behind their 
orders— in some cases four lo six weeks. The stock they have on hand is unusually flmal). 

NbvembeT, 1868 — American pig is unchanged, with scarcely enough in market to make 
any bueineBs. We qnoto No. I, $43 to $13 ; No. S extra, $38 ; No. 2, $36 to $37. Furnaces 
are more firm in their deliveries. Scotch pig ia held at higher fignres, and holders are not 
anxious to sell. Bar Iron is unchanged, tbe demand from storo being light, but the mills 
oontinne fuily occupied, heing in many cases a month or six weeks behind their orders. 

DecemheT 24, 1868.— Since our laal report tbere has not been any especial change in 
flie market. American pig is very scarce, and lots, when wanted, are sometimes hard to 
find. No. 1 ia generally heldatffi41, though there have been sales at $40 50 for prompt cash. 
By the mannfaetnrers of pig ii'on it is contended that during the coming year prices will 
range higher than they have been. — Iron Agt. 
40K 
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to aak ffom Congress at tliia session snch further legislation as ■will, 
without reducing tlie present unduly enhanced cost of pig iron, guarantee 
to tlie latter at Bie expense of the consumers such additional profit as 
may render their business remunerative. 

ABDITIONAL EXAMPLES. 

The Commissioner lia-s thus selected lumber, salt, and pig iron as illus- 
trations of the working of the present tariff because these articles, in their 
production and application, ai'e widely and. femiliarly known. He might, 
however, have selected many others whose example would have been 
equally pertinent; but he believes enough has, been said to fully prove 
the necessity of a revision of the existing tariff, with a view of increasing 
domestic production by removing obstacles which now obstruct the path 
of national development. A few illusti-ationa derived ft'om House bill No. 
1211, now pending, may, however, be given to prove the danger of a par- 
tial revision, which may appear to be a change in the direction of greater 
freedom. 

He would first ask attention to the article of quinine, -which ought 
to be admitted free, or at a low rate of duty, unless it shall be 
admitted that it is the policy of the government to attempt to collect a 
revenue from an airticle upon which the health of the people in large sec- 
tions of our country depends. The duty on quinine was raised, in 1862, 
from 30 per cent, to 45 per cent., at the time when a duty of 20 per cent, 
was imposed on the raw material of its manut^acture — cinchona bark — 
{before free,) and when, in addition to a direct internal revenue tax, a 
heavy tax was also imposed on distilled 8pii"its, which is indispensable 
for the manufacture of tiiis alltaloid. Now, although the internal revenue 
tax on quinine has been entirely removed, and the tax on spirits greatly 
reduced, it is proposed in House bill No. 1211 to entirely remove the 
duty on cinchona barkj without making any corresponding reduction in 
duty on quinine, the praetical cttisct of wliieh is to afibrd an additional 
and very large protection on quijune, under the specious pretext of an 
abatement of duties, and thus place it in the iwwer of a few manufac- 
turers to unduly enliance the price of an article whose use is almost 
indispensable to existence in certiiin sections of the country. 

Again, referring to the sam.e bill, it will be seen that it is proposed in like 
manner to afford indirectly aJarge adiUtionai protection on glue by remov- 
ing all duties from the raw material of its manufacture, but allowing the 
present liigh duty on the finished product to remaiu unaltered. The 
Commissioner submits that there is nothing in the condition of the glue 
mannfiictnre of the United States that warrants the imposition of such 
an additional tax u]>on everj' carpenter, cabinet-maker, book-binder and 
wall paper manufkcturer in the country-; and he does not believe that 
the representatives of the (|uinlne and glue interest would have been bold 
enough to have asked openly from Congress tor that increase of 20 per 
ceat. and 10 per cent respectively on their products which they now pro- 
pose to obtain indirectly through an act of apparent liberality. 

The Commissioner also fails to see the protection to American industry 
involved in the proposition madein the same bill to impose new and heavy 
bni'dens of ta^sationupon the greafindustiial interests of paper, soap, glass, 
calico printing, and bleaching by increasing the duty now levied upon 
the importation of the crude carbonates of soda (i. e., soda ash) 100 i>er 
cent. How important these products are to the industries above referred 
to, and how extensive would be the taxation to the whole community, 
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arising from even a small increase in their price, may be readily inferred 
-from the single fact that the annual industrial consumption of the com- 
mon Kilts of soda in tlie United States is at present in excess of one hun- 
dred and fifty millions of pounds. 

It is apparent that the questions here raised by the Commissioner have 
really nothing whatever to do with either the theory or the practice of 
free trade or protection. Protection implies help and defence to the 
weak ; but in the instances cited the help has been given to the strong 
at the expense of the weak : and in this the proverb of old is as true in 
respect to nations as it is of individuals, viz., " he that giveth to the rich 
shall surely come to want." 

KESULT OF EXISTING INFLUENCES ON NATIONAL DEVELOPMENT. 

Let ns, however, briefly consider the influence and tendency of the 
state of things we have described, whether such a state of things be the 
result of our irredeemable currency, or injudicious and indiscriminate 
taxation. 

All commerce is in the nature of barter or exchange. The men who 
bring to us coffee, sugar, tea, hides, silks, dye-stuffs, and the like, are 
not the men whose labor or capital has been directly concerned in the 
production of these articles, but men whose simple and sole business is 
to exchange these products at a profit, for the products of other nations. 
What the exchanger desires most to receive is product in kind, which 
he may further exch^ige with additional profit elsewhere, and at the 
same time realize a profit both ways on the agencies employed by him 
in transmission, viz., on his vessels, by their freights. What he desires 
least to receive is gold or silver, inasmuch as the intrinsic value of these 
articles is nearly the same in all countries, and their movement and trans- 
mission, instead of being a source of profit, is rather a source of expense. 

Now, the conditiou of things in the United States is just this. We 
have BO raised the cost of all domestic products that exchange in kind 
with all foreign nations is almost impossible. The majority of what foreign 
nations have to sell ns, as already shown, we must or wDl have. What 
fijreign nations want and we produce — cotton and a few other articles 
excepted — they can buy elsewhere cheapo. We are theretbre obliged to 
pay in no small part for such foreign productions as we need or will have, 
either in the precious metals, or what is worse, in unduly depreciated 
promises of national payment. And yet t 'jere are men who are so fai' un- 
able to realize this condition of affairs, that they severally desire and 
honestly think theycanremedythee-vils in question by measures which, 
like the increase of the cun-ency, the increase of the tariff, or other forms 
of taxation, will inevitably make prices and the cost of production still 
higher, and thus aggravate the very difficulties which are already so se- 
rious. 

HOW THE LIMITED STATES TRADES WITH THE ARGENTINE REPUBLIC. 

As a practical illustration of the above proposition, let us siibject to 
analysis the commercial relations existing between the United States and 
the Argentuie Eepublic of South America, (Buenos Ayres.) The neces- 
sities of trade between the two countries belong in the first instance to 
the United States, which does not afford a supply of domestic hides suffi- 
cient to meet more than 68 per cent, of its domestic consumption of 
leather; and has, in addition, practically no domestic supply whatever of 
either goat skins or horse-hair. Kow the Argentine Eepublic has these 
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articles especially to sell and export, and if she is willing to -diBpose of 
them on terms equally advantageous with other nations, it is not a matter 
of choice on the pai-t of the United States whether she wUl ti'adCj but a 
matter of necessity. 

It is also worth while to diverge for a moment from the discussion of 
the immediate subject under consideration, and see how important is the 
relation of this supply of foreign hides to American domestic industry, 
and how good a thing the United States makes of it. The estimated 
value of all the domestic hides manufactured in the United States during 
the year 1866, at $5 50 each, was $19,250,000. The estimated value of 
the foreign hides received at the principal Atlantic ports of the United 
States during the same year was about $14,000,000, (values in both in- 
stances being reduced to currency with an assumed gold premium of 40 
per cent.,) making a total of $33,250,000 as the value of the raw mate- 
rial hides for the year in question. Now during this same year there was 
received in the city of Boston unmanufactured leather of domestic taa- 
inng to ttie value of $17,463,993; and there was sold and shipped &om 
the State of Masaachusetts alone, boots and shoes of an estimated A-alue 
of $55,000,000— total $72,463,998, which large sums represent very im- 
perfectly, but yet most strikingly, the extent to which the value of the 
hides became enhanced by the process of manufacturing, and also the 
remuneration which, through such enhancement, necessarily accmed 
to labor, inasmuch as the increased value in question represents to a 
greater degree than in most manufactures the amount paid directly to 
labor. 

As might be inferred from this showing, the United States continues 
to piuxihase hides from Buenos Ayres, and continues to add to her wealth' 
and to the sources of employment for her people by so doing; but in 
thus purchasing we find that the United States stands on a different 
footing from other commercial nations; or, in other words, has a way of 
doing things peculiar to herself. IjOt us see how this is : 

The Ai'gentine Eepublic, in sending hides, goat skins, and horse-hair 
to the United States, requires an equivalent. It has no forests, few 
manufactures, and an insufBcient supply of breadstoffs. It therefore 
requires lumber, fioun textile fabrics, especially coarse cottons and cali- 
coes, ready-made clothing, furniture, wagons, hardware, saddlery, paints, 
paper, &c , all products which the United States is capable of producing 
in unliraitffid quantity, and is desirous of selling. The people of the 
Argentine Eepublic, furthermore, do not desire payment for these pro- 
ducts in the precious metals, and if obliged to receive them must imme- 
diately exchange them for the above-named commodities, wnich ai'e 
absolutely essentia to their existence as a civilized people. S'ow, as the 
United States stands to the Argentine republic in the relation of almost 
their best customer, and as the two nations are further assimilated 
through continental position and a common form of government, and as 
. the former is capable and desirous of supplying those commodities which 
the latter especially needs, it might naturally be supp<«ed that the trade 
between the two would be reciprocal. The exact contrary is, however, 
the case. The United States, year by year, increases its purchases from 
the Argentine Republic, whUe the amount of domestic products which 
the latter, in turn, purchases from the former increases very slowly, or 
remains altogether stationary. TTius, during the year 1866 — the latest 
of which we have exact returns — the United States increased the value 
of its imports from the Argentine Republic to the extent of 20 per cent. 
over IJie values of any preceding year, but increased its exports during 
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the same period to tlie same country only two per cent.* During the 
same year, however, Great Britain increased her expori^s to the Argen- 
tine Eepnblic 46 per cent., France 65 per cerefc., and Germany 26 per cent. 
iiow this result is due, not to any uiraillingiiess on the part of the peo- 
ple of the Argeatine Republic to purchase of the United States, but sim- 
ply and solely to the fact that the prices of aJl cooiatodities in the United 
States are so much higher than in all other markets of the world that 
reciprocal trade is diaadvantageons and impossible. The United States, 
therefore, unable, as before shown, to dispense with the productions of 
Buenos Ayres, and unable to payfor the same in the products of its own 
industry, settles the balance of trade, not by sending gold and silver 
directly to Buenos Ayres, but by purchasing, in the first instance, bills 
of exchange on England, paying a banker's profit, and probably efitectin g 
sncili purehaee to a greater or less extent by selling at a discount the 
nation's obligations of indebtedness. The debt thus transferred to Great 
Britain is settled by the exportation to Buenos Ayres of British manufac- 
tures, paying another profit, and in British vessels, paying freights and 
commisBions. And this process goes on month after month and year after 
year, until the continued and unnatural drain of the precious metals and 
the continue exportation of bonds having become startUng, it is gravely 
propo.^ed to reverse the order of things by making the taxation a 
little higher ; or, eomuig down to particulars, having as a nation the 
most i)ertect machinery for mPnutUcturing boots and shoes, and the 
most sldUed workmen for the mana-gement of such machinery, we pro- 
p(^e to continue to neutralize these benefits and prevent the people 
of other countries from supplying themselves in our markets ; first, by 
imposing a tax of 10 per cent, on She imported hides, of which we cannot 
produce a supply sufficient for our requirements for leather ; 20 per cent. 
on the lomber of which we build the shoemaker's shop, thereby augment- 
ing his rent; 2 J cents per pound on the hammer with which he drives 
his pegs; ^ per cent, on the thread with which he sews ; $1 25 per ton 
on the coal with which he warms himself; 20 per cent, on the flour from 
■whidihisbreadiamade; SBcentsperbashel on his potatoes; $2 per barrel 
on ttie fish which he may eat on Friday, if perchance any of these articles 
are imported; and then, when the shoe is completed, let the shoemaker 
charge back, iu turn, all these taxes, and something additional as a con- 
sideration for paying them, to the sailor, the lumberman, the carpenter, 
theiron-worker,theweaver,thespinner,thefarmer,andthefisherman,and 
if any profit on the transaction is realized, let him then convert this into 
a certMcateof national indebtedness, and exchange it at a discount with 
the Chinaman, the Cuban, and the Brazilian, for his tea^ his sugar, and 
his coffee. If the country does not prosper and increase m wealth under 
this condition of things, it is not because it has not fully tried the 
experiment. 



In reviewing the several causes which, through the enhancement ef 
the cost of production, and consequently of prices, tend to prevent the 
prodacts of American industry from exchanging on terms of equality in 
foreign markets with the products of competing manufacturing and 
commercial nations, the influence of Htate and local taxation should not 

* It maj tilso be noted that no sanll part of what ia credited at Bnenos Ayres ki yxporls 
from the Unitod Slatss wiis rfiiilly lumber shippud on board of Americftn veasels al ports uf 
the British provinces, and wbb not, in any sense, American product. 
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be overlooked. The space available in thia report is, however, too lim- 
ited to allow of much discussion on this subject, further than to point 
oat and illustrate the fact that while in Great Britain, Frajice, Belgium, 
and Prussia, especial care is taken that the incidence of local taxation 
shall not increase the cost of manufactures, or of the commercial trans- 
actions involved in the movement of the finished products of industry to a 
market; in the United States, on the contrary, up to the present time, 
it has been considered desirable rather than otherwise to impose ux'*^n 
the capital especially employed in manufacturing as large a proportion 
of the burden of local taxation as practicable. It is, therefore, con- 
clusive that to the extent of this difference the American producer 
luustenter the foreign market at a disadvantage, for wMch there can be no 
directeompeusation ; and that asregards the homemarkethehasneed and 
clMm for a corresponding measure of protection, to which there cannot, 
in fairness, be any legitimate opposition. How this condition of ine- 
quality operates as a bar to national progress and development may be 
practically shown by an example. 

Let u3 suppose the projection of a new line of steamships to run between 
Hew York and Europe in competition with existing lines, now contmlled 
by foreign capitalists and registered under a foreign flag. Kthe nation- 
ality of the company is to be American, and its location New York, the 
State, county, and city of New York would have levied during the past 
year on the whole accessible capital of the company — in the form of vet^els, 
whaiTes, ma«hine-shops, offices, and floating capital — a tax of 2.62 i>er 
cent. Beyond this the national government would impose an average 
duty under the tariff on all articles of foreign growth and importation 
used intbe vessds of tlie lineof 48per cent.; on the gross receipts from 
pa^engers, of 2| per cent., and on the profits or dividends of the com- 
pany, (if perchance there shoiild be any,) an income tax of 5 per cent. 
If now, on the other hand, the status of the company is made foreign, 
and its location be fixed at Liverpool, the whole amount of local taxation 
to which the compariy would be subject would be merely an assessment 
to the extent of from 10 to 25 per cent, on the rental value of the 
pi'emises occupied either as offices, storehouses, or machine shops. Beyond 
this the British government would have levied, in the year 1867, an 
income tax on the profits of the individual stockholders or ownersj of 
foui' pence on the pound sterling, equivalent to 1§ per cent.; and omitting 
all other forms of direct taxation would have allowed all articles of 
foreign growth and production, such as sugars, tea, coffee, wines, 
and tobacco, which might be required for use on board the steamers in 
question to be taken from bond free of duty. The difference in the 
return on the investment, therefore, growing out of the difference merely 
in the fiscal systems recognized in the different localities specified, would 
be of itself sufficient to iSford to the foreign capitalist a <fividend on his 
stock nearly or quite equal to the ordinary rate of European interest 
ou the capital employed, while to the American investor the disadvan- 
tage would have an expression two-fold greater, through the increase of 
expenses and the diminution of profit. With competition, therefore, 
with foreign nations on terms of equality, being thus from the very out- 
set, by our own acts, rendered impossible, the feiluro or slow growth of 
American steamship enterprizes becomes no longer a mystery. 

If we select as another example the mauufactnre of cotton in Great 
Britain and the United States, respectively, we find that in the former 
country the incidence of all local or other diiect taxation extends only 
to the rental value of tlie buildings for the reception of machinery or the 
promotion of other details of i£e business, and does not in any way 
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regard the value of the machinery which may be placed io such build- 
ings, or the capital employed in its wordings. On the other hand, in the 
United States the incidence of local taxation falla on everything con- 
nected with the huainees of cotton ntanntiictnre that is accessible, viz., 
.bmldings, land, and machinery; and is, moreover, not imiireqnently 
duplicated in the following manner: thus, factories are often biiOt in 
this country under acts of incorporation in one State, while the stock is held 
or owned chiefly in other States. The municipality in which the factory 
is located taxes the building and machinery, and collects the tax of the 
corporation; the municipality, on the other hand, in which the eteck- 
holder resides taxes the stock to him at its market value as personal 
property, thus duplicating the tax on identically the same property, and 
leaving its owner no remedy. In one instance, (and that not an excep- 
tional one,) brought to the notice of the Commissioner, the aggregate of 
these local taxes imposed on a particular corporation amounted, in 1866, 
to 4^ per cent. ai>on the capital invested, and in 1868, to over four per cent. 
But vicious as this system is upon its f^ee, its eftect, especiaJly iu a 
national point of view, cannot be realized untU we take into consideia^ 
tion the fact that the capital required in the United States to build a 
cotton mill is about double the amount required for a similar purpose 
in Great Britain. Four per cent., therefore, on the capital of a cotton 
mill in Hie United States represents eight per cent, on the same produc- 
tive power in Great Britain, or a rate which is almost double the aver- 
age rate of interest in the latter country. It is, therrfore, clear that 
American manufacturers, engaged in cotton and other Industrie simi- 
larly affected, absolutely need a measure of protection in respect to this 
one item alone, in order to enable them to compete successfully even in 
the domestic marlcets against these foreign competitors. 

Sow, if the United States proix)8es to maintain and extend its foreign 
commerce, an attainment indispensable te national greatness, and to hold 
and exert that influence throughout the civilized world which its conti- 
nental dominion, its population and wealth should entitle it, it must 
place itself on an equality as regards the conditions of production with 
other competing nations. And a timely consideration of the influence of 
this local taxation on prices and national development is therefore most 
important. The rem^y fortheobjectionablefeatureswhichcharacterize 
the existing system is probably to be found in a re-adjustment, rather 
than in a reduction of taxation, although in respect to tliis latter point 
much can undoubtedly be accomplished by the exercise of economy and 
wise administration. 

The burden, in any event we may be certain, will be heavy, but in 
proportion as it is so, it is all the more important to consider, whether we 
wUl place it squarely on the back rather than hang it to the neck or 
suspend it from the exti'Cmities. 

Furthermore, it must not be imagined, that the local taxation of En- 
gland or France is inconsiderable. On the contrary, it is heavy. Thus, 
tbr the year 1867, the aggregate amount of local taxation for England and 
Wales was £18,367,773, sterling ($89,610,000,) which amount, if we except 
such anomalies as the taxation of some of our large cities, that for the 
city of New York tlie present year being in excess of $22,000,000, will 
not prove imfavorably disproportionate to the average of the United 
States.* This amount in England and Wales is raised almost wholly by 

* Becent parlmiuentary retnma tham that the local taxattoD of England and Wales ins 
increaBed since 1837 nearly 100 per cent., the taxes for Ihe reliefof the poorhaving increased 
from $30,230,0(10 in 1837 to 83-2,595,000 iu 1967, while the county rales, which is 1837 iteie 
15,840,000, hud advanced to $16,715,000 iu 1867. The lotullociil laxationuf the ally of hoa- 
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a systiem wMch makes the rental value of real estate the basis of tasa- 
tioiij it being assumed that the rental value of houses occupied affords 
a better measure of a man's income and ability to pay taxes than any 
other standard which can be adopted.* 

In France the revenues for local and municipal expenditures are de- 
rived in a great degree from what is termed the personal and property 
tax. The first of these is in the nature of a poU tax, and is estimated at 
the average value of three days' labor, which cannot, however, he rated 
under 50 centimes, or above 1 franc 50 centimes ; in other words, this 
annual tax varies from i franc 50, (30 cents,) the lowest, to i francs 50, 
(90 cents,) the highest. It is the only tax levied on the individual in 
France, and includes every inliabitant, native or foreign, male or femaJe, 
not a pauper. 

The French property tax fiiUs on "tenant occupancy," and is usually 
fixed at about oue-twentieth part of the rent paid by each resident, but 
only for the jwrtion of the building which serves as a residence. It has 
regard to the rent really paid, and if the individual resides in his own 
house he is taxed to the amount which woidd be payable if the apart- 
ments he occupies were leased to a tenant. 

It is also curious to note that, going back to the commencement of the 
17th century, we find the same system of indiscriminate State, local and 
municipal taxation at present existing in the United States was recog- 
nized both in France and Great Britain. Experience, however, haJs 
gradually brought to them that reibrm which probably at no distant day 
will also be ent-ered upon in this country. It would be difficult, however, 
to find in the ancient records referred to anything of greater inconsist- 
ency than is exhibited in the existing legislation of some of our States; 
as, for example, in the State of New Yorli, in which the statute holds, as , 
respects its own citizens, that personal property follows pei-aonal resi- 
dence, and exactly the reverse in respect to foreigners and citizens of other 
States. A citizen of the United States not a resident of New York is 
therefore liable to double taxation in respect to all capital invested in 
business or banking in New York : first, by virtue of the location of the 
property j and secondly, in virtue of the residence of the owser in some 

dsn is raportecl at $17^00,000, made up of the followinff items : Poor rates. (6,250,000, local 
rates. 85,000,000, draioage, fiiebrlgade, lightiDg, &c.,|3, 750.000 and police, |3,. 500, 000, 

Tbe yearly aspenBea or the city of Parffl for mnnicipal parposes are reported to bs at pres- 
ent abont 150,000,000, of which |20,000,000 is raised by what aie known asociroi duhos. It 
should, however, he remarked that this eDormoua taxation is due in a great meuame to a 
reconatructiou, as it were, of the city under the auspices of the Imperial g-oTerament. Tbe 
rental taxes, moreover, are in all cases paid by the "occupier as owner or tenant." 

* As showing tbe working of this system of laxatiOD, we present herewith tbe local taxes 
ftctually levied for the year 1866 in St. Marylebooe, one of the largest of the parishes of the 
metropolitan district of London : 

£ s. d. 

Poor rate 2 24 on tho pound of rental value, 

Geuenilrate,<Btreet!ighting, watering, paving, &,c,) 11 on the pound of rental value, 

Sewer rate, 4 on the pound of rental value. 

Church rate 00 1 on the ponud of rental valae, 

MetropoUtau main draining rale ti 4 on the pound of rental valne. 

a lOJ 

These rates, which are probahly among the highest levied in Great Britain for municipal 
or local purposes, would In the aggregate be equivalent to nearly twenty per cent. ( 19 ST) 
of the annual ranial value of the real estate liable U> taxation. It will be observed that the 
highest single item in this account is that known as the " poor rate." 

It should also be stated that in this system of rental taxation the rale is lemed only on Teat 
estate ocxupied imd hamng a rental valuation ; anH that government properly also of certain 
descriptions does not enjoy the privilege of exemption, as in the United States, from local 
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other state. One suggestion, in -view of these facts and citcum stances, 
may he pertinent, which is, that if any State shoald iiet«rniine to adopt 
a system of local taxation analogous to that recoguized in Great Britain 
or France, it might confldently anticipate a very large influx of capital 
and manufactures from beyond its herders, thereby rapidly increasing 
its wealth and development, and possibly as an ultimate reeult,^ com- 
pelling other States to adopt the same liberal and enlightened policy as 
a measure of defence and protection. 

I'UTUEE PINAMCIAL POLICY. 

Having thus presented, in part, the evidence which demonstrates tho 
rapid development of the country, and having also endeavored to deter- 
mine and analyze the causes which at the same time tend to check of 
interfere with such development, we are now prepared to take up and 
intelligently consider the lesson to be deduced from these inv^tigations 
relative to the inquiry proposed ia the outset, viz., what policy of legis- 
lation is hkely to prove hereafter most advantageous to the revenue, 
and most certain to establish the credit and industry of the whole 
country on a sound and substantial basis- 
It seems clear that whatever fiscal policy may he proposed for adop- 
tion, it must not only recognize and he based on the existing condi- 
tion of affairs, hut must he also in the nature of an amendment whicli 
shaU to the smallest extent possible partake of the character of an exi)eri- 
ment. Violent change, uncertainty, and instability are, of all things, 
what the business interests of the country have most reason to dread. 
while, on the other hand, the determination and recognition of a 
clear, well-deflned, and practical issue, to be attained to by a certain pro- 
gressive, even though slow, movement, is sure to bring with it stability, 
hope, and confidence in the future— the elements which constitute in 
no small degree the basis of both private and national prosperity. Can 
such a policy be determined f Can such an issue be consummated 3 

The ends to be attained are, mainly, three: first, full restoration of 
tlte national credit and resumption of speeie payments; second, refunding 
the national debt at a lower rate of interest; third, reduciiojt of the cost of 
national production, icifh a view of enaMing tJte products of American indus- 
try to compete on terms of greater equality unth tM prodttets of foreign 
nations titan is now possible, thereby estahlishing a system of national 
protection and insuring stabiUty, LDcreased product, and a redevelop- 
ment of American commerce and ship-building. 

Let ns now inijuire what elements are ready at hand for the accom- 
plishment of these results. The nation at present is excessively in debt, 
and is further embarrassed with the volume of its matured and suspended 
paper. To free itself from embarrassment and to redeem its suspended 
paper, there would seem to be but the one method, which is alone avail- 
able to individuals under similar circumstances, viz., to manage in some 
way to receive more than is expended, and to apply the surplus of receipts 
over expenditures to the payment of debts and to the restoration of credit. 
The determination of the probability of obtaining such a surplus, and 
also its possible extent, involves tho consideration of the national nuan- 
ces, present and prospective, and to this attention is next invited. 



The accounts of the national treasury for the fiscal year ending June 
30, 1S68, show au aggregate of receipts of $405,638,083 33, and of expend- 
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itares of $377,340,284 86, leaving a balance to the credit of surplus 
iuiiome of $28,297,798 46, In this statement the bonds issued to the 
Pacific railroads are not ineladed, such issue, at least for the pr^ent, 
being regarded as a loan of credit, rather than a direct expenditui-e. 

For a more detailed statement of the receipts and expenditures of the 
treasury of the United States for the fiscal year ending June 30, 1868, 
together with the general resnlt of the payment or refunding of the 
various species of national indebtedness during the same period, refer- 
ence is made to the balance-sheet submitted on page 57." 

'The eipense of collectiag the revetrae, both" internal" and "oTistoma" for the last three 
fiscal years, is shown b; the followlug statement : 

Tbe pereeotage of eulireelpenditures oftbe Internal ReTeniie Burenu, including cost of 
ssseBsment, collecljon, office expenditures, &c., to net receipts, (luring the fiscal vearending 
June 30. 1366, was 2.49 per coat. ; 1867, 3.41 por ceut.; 1868, 4.91 por cent. 

The expenaesattcnding the collection of the revenuo from the customs during the same 
jehrs woro as follows ; 
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KATIONAI. EBCErPTS ANB ESPENDITUEES FOR THE CURRENT FISCAL 
YEAR ENDING JUNE 30, 1869. 

For the current fiscal year ending June 30, 1869, the Commissioner 
estimates the receipts of the national treasury as follows : 

From customs $170, 000, 000 00 

From internal revenue 155, 000, 000 00 

From public lands 1, 700, 800 00 

From misceUaneous sources 30, 000, 000 00 

Total 356, 700, 000 00 

The total expenditures for the same period, including $7,200,000 gold 
paid for Alaska, are estimated by the Secretary of the Treasury as 
tbliows : 
Civil and miscellaneoua, (incltiding $7,200,000 for 

Alaska) $61, 227, 106 00 

War department, (including bounties) 93, 219, 117 08 

Favy Department 21, 604, 785 00 

Pensions ajid Indians 30, 358, 648 00 

Interest on public debt 129, 742, 814 00 

336,152,470 OO 

The estimates of total expenditure for the above period as made by the 
Oommissoneraresomewhat less thanthosepresentedby the secretary, viz: 
$326,300,000, {a reduction of about ten millions,) and indicating a surplus 
of receipts over expenditures for the fiscal year ending June 30, 1869, 
according aa one or the other of the above estimates is accepted, of 
from ttoea^ to thirty millions. And it is especially to be noted that the 
suiplus actually attained during the last fiscal year, and the one pre- 
dicated for the current year, are on the basis of a system of revenue 
administration, which, to use a very mild expre^ion, has been exceedingly 



Let us now look forward to the fiscal year commencing July 1, 1869) 
and ending June 30, 1870, the first complete year of a new administra- 
tion i and starting with the relation of receipts and expenditures as above 
shown to exist, inquire what it is farther possible or practicable to accom- 
pUsh. Such a basis allows us to anticipate a surplus of thirty millions for 
tlie year under consideration, with the law and the administration of the 
law in relation to the collection and expenditure of revenue remaining 
unaltered ; and this surplus, the Commissioner has reason to believe, 
may be increased through the Ibllowiug agencies : 

First. From the certain and continued gam which iciU v/ndovhtedly accrue 
to tlie national revenue, under any circumstances, from the eontinued ina-ease 
of (lie wealth and population of the c&imtry. The amount of such increase 
iH Great Britain, for the six years prior to the' year 1865-^66, is estimated 
to have averaged £1,780,000 {$8,900,000) per annum. The data for arriv- 
ing at this estimate in Great Britain, viz., a comparison of annual receipts, 
ai* not, however, at present available in the United States, as the aggre- 
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gate of taxation in the latter has been materially affected liy Icsgisliition 
for nearly every year since the inaagnration of the internal revenue 
system. Nevertheless, it cannot be doubted that the yearly gain from , 
this source is very considerable, inasmuch, as in no year since the com- 
mencement of the reduction of the internal revenue taxes have the 
aggregate receipts of revenue been diminished to an extent commen- 
surate with the corresponding reduction or abatement of taxation. 
Taking this fe«t into consideration, and also the fket established by the 
census returns of the two countries, viz., that the annual rate of increase 
in the value of real and iiersonEil property in the United States is con- 
siderably greater than that 'of Great Britain, the Commissioner believes 
he is warranted in assuming that the gain of revenue likely to accrue 
from the increase in the ■wealth and population of the United States 
will, for the present, be at least $10,000,000 per annum. 

Second. A gain to tJie credit of the treasury from Ow diseontinuam.ee of 
payment through settlement of the clahns of soldiers and sailors for arrears 
of pay miA })ov,nty. 

This gain, as predicated on the payments actually made under these 
beads during the last and current fiscal years, may be estimated at 
$25,000,000.* 

Third. A gain from afnrtlm- general reduction of national expenditures. 

This gain for the next fiscal year through a continued reduction of 
the army, reconstruction and pacification of the southern Sbites, and a 
greater eeonomyin civil expenditures, and in the appropriations annually 
made for fortifications, ordnance stores, rivers and harbors_, and private 
claims, ought to aggregate at least $30,000,000; especially if the amount 
paid during the current fiscal year for the purchase of foreign territory 
($7,300,000, gold) be carried to the credit of this account. 

li we sho^d adopt tJie estimates of reduction of exi>enditures which . 
the Secretary of the Treasury has stated in his last report (December, 
1868) to be practicable, the amount to be carried to the credit of surplus 
income from a reduction of expenditures would be nearer $50,000,000 
than $30,000,000, as above assumed by the Commissioner. Under this 
head the Seeretaiy says: 

" There ia uo department oftbe^yerameut which is condacletl with proper economy. The 
ftTerage eipenees of the ueitt JO yesra, for the civil iservjce, ought not to exceed $40,100,000 

Ser annuni. Those of the Wax Department, after the bonntjes are paid, should be hroug-Iit 
own to 135,000,000, and those of the navy to $20,000,000. The outlays for pensions and 
Indians cannot for some years be coneiderably reduced, but they can doubtless be brought 
within ^30,000,000. The interest od the public debt, when the whole debt shall be funded, 
at an avers^e rate of interest of five per cent., will amount to ^125,000,000, which will be 
reduced with the annual reduction of the principal." 

Pensions. — In looking forward, furthermore, to the relation which in 
the future the national receipts are to sustain to the national exi)enditurei8, 
it should be borne in mind that although the amount now annually paid 
by the government for jiensions is very large, (approximating $25,000,000 
per annum,) and may possibly for a yeai" or two longer continue to increase, 
yet there is nothing more certain than that the expenditui'e under this 
head mil soon begin to diminish. In proof of this we have only to refer 
back to the past experience of the government in regard to this matter. 

* The total amount disbursed to soldiers and s^lora for arrears of pay and bounties sinco 
Joly ], 1666, is believed to be approximately aa follows : 

For fiscal year 1866-'e:, bounties $ll,3fS,859 83 

, For fiscal year 1867-'68 43,17li,.-;49 48 

First four months of fiscal year ]868-'69 i;i,4IO, 142 77 

The balance of cl^ms for back pay and bounties yet nnsetlled {December, JB68) are esti- 
mated at, approiimal«ly, $15,000,000, but it is not probable that claims will be allowed to this 
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Thus we find that in 1816, immediately after the close of the war with 
Great Britaiu, the amoimt annually disbursed for pensions was $188,804 ; 
which inci-eaaed in fonr years, or in 1820, to $3,208,000; and decreased 
in the nest eight years, or in 1828, to $850,573. Again, at the close of 
the Mexican war tiie annual pension e:q)enditnre, which was $1,226,000 
in 1848, 1086 in 1852 to $2,431,000, and declined in 1861 to $879,000. If 
we argue, thei-efore, from the past experience of tlie government, it will 
1)6 safe to predict that in the course of the next six or eight years the 
aunnat amount disbursed for pensions will be reduced 50 per cent., thus 
ettet'tiiig a reduction of national expenditures to tlie extent of from 
$10,000,000 to $12,000,000 per annum. 

Fourth. Gain from r^tyrm of revenue ctdmimstration. — But in addition 
to whatever of surplus may accrue to the national treasury through 
the agencies above cited, a very large increment of receipts can also, 
undoubtedly, be secured by means of a thorough and efteetive refonn of 
tlie administration of the internal revenue. It is useless here to enter 
into any discussion as to the extent of the losses to which tlie govern- 
ment is annually subjected, through the positive dishonesty or gross 
inefficiency of great numbers of the subordinate officials intrusted with 
the management of this branch of the public service ; but that such losses 
are very great no one who has given the subject attention can have the 
slightest reason to doubt. Assuming $155,000,000 as the annual aver- 
age of receipts from internal revenue, as the law and its administra- 
tion now stand, the Commissionerbelievesthatan increase of $75,000,000 
in the receipts as a minimum coidd be obtained without any practical 
difficulty. 

On the other hand, as an offset to these estimates, we may have a 
reduction of treasury receipts from miscellaneous souivies — which are 
largely derived from the premium on sales of gold — and also from ceitain 
imtbreaeen expenditures. But allowing for all these contingencies it 
seems possible for the treasury to have at its command at the close of the 
next fiscal year an available surplus of from $100,000,000 to $125,000,000; 
and with such elements of strength there is not a single fiscal problem or 
onr immediate future which will not be greatly aided in its solution. The 
Commissioner, ftirthermore, maintains that the realization of such a sur- 
plus involves nothing impractical, and nothing which partakes of the 
nature of an experiment. 

It requires, however, that there should be unity of purpose on the part 
of the Executive, of Congre^, and of the people, and a full realization 
of the fact that the work to be accomplished is of such paramount import- 
ance that nothing else should be allowed to interfere with it. It requires 
that the agents who are to be intrusted with the collection and disburse- 
ment of the revenue shall be appointed on some other grounds than the 
devotion to party service, the length and number of their campaign 
speeches, or the amount of money contributed to aid in elections. It 
requires i3iat Congress shall exercise the most rigid economy in respect 
to appropriations, and that the sums heretofore expended for fortifica- 
tions, rivers and harbors, coast survey, new buUdings, the manufacture 
of arms, for private claims and war damages, and as subsidies to rail- 
roads, shall constitute no precedent for the immediate fiiture. It requires 
that no more money shall be disbursed for the purchase of foreign terri- 
toiy, and that no reciprocity treaty shall be negotiated like that pro- 
posed with the Sandwich Islands, the operation of which is calculated to 
immediately impair the revenue.* It requires that there shall be a broad 
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distinction made between the i)roniotion of mere private and aelflsli ends, 
and the true protection of American industry. It requires that we Bhall, 
stop talking about the letter of the contra<!t in respect to the payment 
of debts, but in tJie spirit of the same honesty determine that the debts 
sh^l be paid. With these requisitions supplied, the extrication of the 
nation from its financial embarrassments and the attainment of great 
national prosperity becomes within a limited period a matter of no un- 
certainty. To disregard and refuse them is to protract but not to pre- 
vent the attainment of a like resnlt, for the nation, even under bad man- 
agement, will in the course of time certainly drift out of its difficulties; 
but this will be through the honesty and economy of its individualism, 
and through the development of its great national resources, and not 
e the government either wills or directs it. 



The Commissioner does not feel that it is his province to present any 
plan in detail, whereby a surplus like that anticipated can be best used 
for &cilitating a return to specie payments ; but he does feel convinced 
that if one-half of such surplus, or from two to two and a half per cent, 
on the whole debt, were applied regularly, month after month, and year 
after year, to purchase in the open market, and to the cancellation of 
the gold interest-bearing obligations of the government, so long as those 
obligations can be obtained at a discount from their ]jar value in gold; 
and if, at the same time, the legal-tender notes were, under certain 
restrictions as to time and. quantity, made convertible at the pleasure of 
the holder into interest-bearing bonds, that thevalne of both bonds and 
currency might be so greatly and so rapidly enhanced as to make a 
resumption of specie payments a matter of muclr less difficulty than it 
now appears." 

If it be objected that this measure involves contraction of the legal- 
tender currency, the Commissionex would reply that he is in favor of such 
contraetion. Eesumptiou of specie payments can be commenced at any 
timej but the question is not one of commencement, but of continuance ; 
and. w order tJtat there may be continuance, there must be a certain pro- 
portion or ratio first established between tlie amount to be redeemed 
a/nd the agency (com) which is to redeem. This ratio, considering the 
amount of legal-tender and national bank currency in existence, could 
not probably with safety, at the existing premium on gold, be assumed 

thonsana dollars, gold, per arnuoi ; which amonot in a comparatively short time, through 
the profit assured bj the treaty lo the augar-growere of the Islands on the one hand, and to 
the sagar refiners of San Fi-ancisco on the ether, will undoubtedly bo inereased three or 
fourfold, or from a miiliontoamillionandahalf, gold, per aimum. The Com missi oner sub- 
mits that there i^an be no advantage shown, to accrue to Che United Stales at the present 
time irom the ratification of this treaty, which will at all compeusalo for the detriment which 
it will surely bring: to the treasury. 

* The Commissioner ivonid again invite the attention of Congress io the fact that the legal- 
tender notes issaed under the acts of February 25 and July 1!, 1662, are, by the terms of 
their isane, convertible into United States 5-20 bonds, the pledge of the govomiuent having 
been engiaved upon each one of said notes. It is true that Congress attempted, subse- 
quently to the issue of the cotes, t« revoke this privilege by declaring that the right of con- 
version shoaid cease on a cert^ day. The right of the government to altsr the terms of the 
issue without tite consent of the holders of tbe notes has recently been called in question, 
and the Commisaione^is advised that these notes have, within a few months, been sorted 

'' ' 1 - - -1 r_.. a . r .!._ 1. — !__._ - ypfj largu oiteat, nuiler tlis improssion 

convert them into bonds. 
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at less than the total amount of United States notes now ontstanding. 
At present the treasury has no such amoimt of gold at command, and 
for the future but two methods present themselves for its oht-ainment, 
viz: either to hoai'd and accumulate gold out of the national surplus 
revenue, or to reduce the volume of the currency, either by direct pay- 
ment, or by funding, (which is in onesense also payment,) to a point 
where the abiUty of the treasury will be sufficieDt to compass the end 
desired. The first is a work of time, and dependent upon many contingen- 
cies. The second can be effected more rapidly— perhaps aa rapidly as 
may be desirable. But this is the problem to be worked out sooner or 
later, and if the Commissioner has rightly stated its conditions, much of 
the discussion which is continually taking place respecting the necessity 
of currency, and the desire of the people fbr its continuance, is of compar- 
atively little moment. 

As bearing upon the proposition to accumulate gold in the treasury 
with a view of resumption, it is Important to consider the exactposition 
of tbe United States in respects its its foreign commercial relations and 
exchanges. 

Thus it appears from the statistics of commerce and navigation, that the 
imports and exports of merchandise — exports reduced to gold values, 
and exclusive of the movement of bullion and specie — ^fot the fiscal year 
1808, were as follows: 

Net imports of merchandise $347, 549, 209 

Het exports of merchandise 269, 042, 041 

Apparent balance against the United States 78, 507, 168 



To settle this treasury balance and for other purposes, there was sent 
out of the country during the fiscal year 1807-68, specie and bullion to 
the value of $83,746,161, and national bonds and other evidences of 
indebtedness to an estimated amount of $100,000,000 ; and that this 
additional amount was needed to pay an indebtedness of the United 
States to foreign countries over and above what the returns of 
imports would indicate, is evidenced by the fact that exchange during 
the whole period in question was in favor of Europe and against the 
United States. This indebtedness was undoubtedly created through the 
following agencies : jirst, freights, which are in a great degree carried by 
foreign vessels; second, expei^es of Americans travelling in foreign 
countries ; tUrd, interest on public and private securities held abroad ; 
fourth, undervalnation, and smuggling. 

With a drain of gold out of the country firom legitimate causes, there- 
fore, in excess of the annual product of our mines ; and with influences 
at work which tend to increase rather than diminish such a movement 
for the future, the praciicabUity of accumulating within any reasonable 
time a quantity of coin in the treasury sufficient to insure the continu- 
ance of resumption, without at the same time producing great disturb- 
ances in business, appears to the Commissioner to be altogether 
problematical. 

. Again, as bearing upon the proposition of contraction as a method of 
arriving at resumption, the Commissioner believes that no man can look 
back to the period when a moderate contraction was authorized by Con- 
gress, and put his finger on one single bad result assumed to have flowed 
irom such conti-action, which was not due, in the first instance, to a 
wholly imaginative influence; and furthermore, the Commissioner asserts 
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that no one can review the history of prices when contraction was author- 
ized and in operation, wiShoiat feeling convinced that there was, during 
snch time, i. e., from March, 1866, to January, 1868, a tendency to a gradual 
and healthy shrinkage of values and prices; and that the shrinkage in 
prices which actually did occur was equivalent, through an increase in 
the purchasing power of the money in use, to a practical increase ami 
not to a diminution of the power of the currenc^f to effect exchanges. Th i s 
JBcrease was estimated by the Commissioner m his last report to have 
been equal, daring the year 1867 alone, to at least $100,000,000. 

The Cominissiouer sees no economical objection to an increase of the 
national bank circulation equal to the proposed decrease of the Unite4 
States notes, inasmuch as the banks are required to resume specie pay- 
ments whenever the government shall do so. The authority for such 
increase of national bank notes would be immediately availed of in the 
event of monetai'y stringency, but not otherwise. If we assume that 
the aggregate paper circulation is not to be increased until specie pay- 
ments are fully restored, the Commisaioner cannot conceive of any better 
mode of giving flexibility to the enn'ency than this. It is alleged that 
an undue proportion of the existing circulation issued under the national 
hanking law is held in the eastern States, and that the west and south 
are entitled, by virtue of their iwpiilation, to a greater ratio than they 
now have. If tliis be true, as the Commissioner beheves, the additional 
amount here contemplated might properly be assigned to those States 
where the alleged ioequaUty is complained of, thus restoring the etpii- 
librium contemplated by law without taking from the eastern States any 
jtrivileges whieli they now enjoy. 

EUrXTKIUNG- OF THE KATIONAl DEBT AT A LOWER RATE OF INTEREST. 

The national bonds and the legal tender notes being once brought to 
par with gold, and the national credit thus fully restored, the gradual 
refunding of the debt at a lower rate of interest becomes then, for the 
first Ume, really practicable. We use the expression "the first time.," 
because a principle should be kept clearly in view which heretofore has 
net always been done in the discussion of this subject, viz., tliat the rate at 
which govemmentg com borrow is indicated notby iMtwniiimlrates of interest 
whMsh tlteg mmi offer, bwt by tlw price of their stocks. They may indeed, as has 
been expressed by a recent foreign writer, "fix once for all in issuing a loan 
the interest of which they will have to pay, but the interest which the 
individual fund holder will derive is, of course, entirely determined by 
the price at which he buys his stock." Wlioever, at this moment, buys 
in Europe our bonds, nominally yielding six per cent, interest, for 75 
gold, practically expresses the fact that the rate at which it suits hini to 
lend money to the United States is eight per cent, gold per annum ; and 
there is no possible way m which the United States, or any other goveni- 
ment, can help itself^ with advantage in this matter, except to so far 
elevate its credit as to render the purchase of its securities at a higher 
figure desirable, or, what is the same thing, induce a loan to itself from 
the eapitahst at a lower rate of interest. So long, therefore, as the gov- 
ernment credit is depreciated, any advantage to be derived fi'om the 
issue of bonds bea.ring a lower rate of interest, will be fully compensated 
by the reduction in price which such bonds must sustain in the open 
market ; or, in other words, the only method available alike to nations and 
individuals for the attainment of a low I'ate of interest is to offer perfect 
security. I\irthermore, mth the elevation of the national securities to 
oar, the issue of national bank currency, based upon bonds, iviil be 



by Google 



64 EEPOBT OF THE 

ectoivalent, or nearly so, to the issue of currency based upon specie, and 
■with a system of redemption, either lu specie or treasury uote^, (legal 
teBdera redeemable in specie,) wMch could be easily provided tor, the 

government might then safely remove aU restrictions from free banking, 
aud allow the demand for currency to regulate its issue. 

CONTEAOTS ON A GOLD BASIS. 



One of the most wholesome measures, in the judgment of the Commis- 
sioner, for smoothing the way to specie resumption wonld be an act 
legahzing gold contracts. A much larger share of the business of the 
coimtry 5ian is generally supposed is now transacted in gold, the par- 
ties relying upon the rales of commercial integrity for the fulfilment of 
contracts when the law fails to provide for their enforcement. These 
transactions relate principally to foreign goods, the eost of which is 
always computed in coin. TJnder existing laws the citizen may make 
any contract for the disposition of his property or services, payable in 
anything except the recognized money of the world, and the government 
stands rea,dy to raiforce it. Wheu he bargains for gold or its equivalent 
he becomes practically an outlaw. TJnder the operation of this policy 
we are, to a large extent, cut off flx)m the money reservoir of the world, 
*. e., the aggregate amount of gold and silver coin and bullion in use 
among all nations. G-old will go where it is appreciated, and will refuse 
to stay when there is no use for it. It is idle for us to expect to retain 
the praduct of our own mines if we refuse to give it as good employment 
and character as other nations do. 

The question whether the introduction of two standards, possessing 
unequal value, into commercial transactions would be deleterious to the 
business of the country, seems to be sufficiently answered by the fact 
that no harm has come from the employment of gold as the standard in 
reference to articles imported from abroad. Seasoning a priori it can 
hardly be supposed that the introduction of a better currency wiU 
have the effect to deteriorate the whole mass. The immediate effect of 
an act of Congress legalizing gold contracts might be to advance the 
price of gold by creating a sudden demand without adding to the supply. 
But this eft'ect (if it should take place) would be only temporary, for the 
demand would be answei'ed by niilockiug hoai'ded gold, by checking the 
exportation of bullion, and by calling in as large a supp% from abroad 
as might' be needed tor legitimate business. 

It has been dbjected tliat an act legalizing gold contracts would cause 
the holders 0/ promissory notes, mortgages, &c,, to call in their loans 
aud require borrowers to make new contracts wiiji them on a gold basis, 
thus practieaJly increasing the rate of interest. The Commissioner 
believes that this objection is fallacious. The lender of money will 
always ctorge the borrower for the risk of depreciation of the currency 
iu which the loan is payable. Such risk must always be greater in an 
iM?edeemable paper currency than ia the precious metals; therefore tlie 
■rate of interest must be highei'. Usury laws may aggi'avate, but cannot 
overtium this principle, which is as well established as any fact in econo- 
mical science. The rate of interest depends, in general, upon the demand 
and supply of loanable capittd, aud in pai'ticular upon the nature of the 
securii^' offei-ed. An act of Congress legalizing gold contracts will not 
al ier the demand or supply of loanable capital, but it will furnish a higher 
security for loans. Payment cannot be demanded upon outstanding 
notes, mortgages, &e., mitil they become due. When they, fall due the 
payers will settle mtn the payees according to these principles, and if 
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new loans are necessary the rate of interest will not be higher by reason 
of the security being better- 
To condude this branch of the discussion the Commissioner would 
remark tltat a governnient ought not to deny to its citizensj In time of 
peacCj the right to put their business upon a substantial basis. If it is 
impolitic for government to eneourage a gambling spirit among men, it 
is still more impolitic to compel them to reaort to games of hazard and 
chance in their daily transactions. Under existing laws each man is 
requh'ed to take into his calculations the probable fluctuations of the 
eun'ency, and these are dependent upon circumstances so numerous and 
complicated that nothing short of omniscience can foretell them. We 
have recently witnessed the unhappy results of what is called a " cur- 
rency comer," or the sudden locking up of a large amount of legal-ten- 
der notes at the financial centre of the country, the apparent purpose 
and actual consequence of which wei'O to create a panic and cause an 
artificial decline in the prices of property. We are justified in denomi- 
nating this procedure not only as gambling, but gambling with loaded 
dice. So long as we are cut off by law from participation in the gold 
supply of the world, which constitutes the balance wheel of human 
industry, we are subject to these and similar cheating devices- Tlie 
aggregate amount of gold and silver coin, and bullion, in the world is 
too large and too widely distributed ever to be made the subject of an 
artificial "comer" 

It is now nearly seven years since gold and silver disappeared from 
circulation among us- During this time a large proportion of the young 
mon and women of the country have come upon the stage of active life. 
They have grown up without any practical knowledge of the virtues of 
a metallic currency. Their ideas and habits have been formed in tlie 
most vicious school of economy j and it is exceedingly desirable that 
specie should reappear among us before this baneful education shall have 
ripened into its natiiral fmit of universal extravagance and insolvency. 



In the application of a moiety of the anticipated surplus t-o the reduc- 
tion of tasation, the especial object sought to be accomplished should 
be the reduction of the cost of national production ; with a view of remov- 
ing those impediments which now so greatiy restrict and, in many 
instances, prevent the fl'ee exchange of the products of American indus- 
try with the needed products of other nations; and thus bring to the 
country a more favorable balance of trade than now exists. In using 
the expression, balance of trade, the Commissioner does not wish to be 
understood as recognizing in any way tiie old exploded ideas in respect 
to this subject, viz: that a nation gains in proportion to what it sends 
abroad, and loses in proportion to what it receives back ; but he does 
mean to clearly express the opinion, that a condition of affairs like that 
now existing in' the United States, whereby gold and silver and certifi- 
cates of national indebtedness continually tend to flow out of the coun- 
try in payment for foreign commodities, in preference to the products of 
domestic industi-y, is both unnatural and injurious, and is a condition 
of affairs exactiy the reverse of what prevails in Great Britain, Prance, 
and other prosperous commercial nations. 

The Commissioner believes that he has already aufflciently indicated 
the course he would recommend in reference to the application of the 
anticipated sui-plus to the reduction of taxes. In the department of 
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internal revenue, the removal of tlie taxes on the transportation of pas- 
Rengers, the receipts of telegraph and express companies, the maiiufac- 
tnre of gas, and possibly upon sales, wonld reduce that branch of our 
revenue system to almost the simplest form that can be devised for the 
collection of the requisite amount of money which the requirements of 
the treasury may necessitate. 

In the matter of the tariff, the Commissioner trnats that th» govern- 
ment will not allow itself to be diverted from the consideration of the 
real questions at issue, through any prejudices which may be evoked, 
either on behalf of free trade or protection. There is no considerable 
proportion of the people of the Urdted States in favor of the adoption 
of fi«e trade in the European sense, even were the necessities of the 
treasury tov revenue far less urgent than at present. There are 
none worthy to bear the name of an .American citizen who desire that 
the industry of foreign countries shonld prosper and be extended at the 
expense of our own. 

Since the Commissioner entered upon his official duties in the spring 
of 1S65, he has made it his special business to inquire into the condition 
of American industry, in all its departments, and acquaint liimseli' with 
its necessities and deficiencies. He has for this purpose visited the prin- 
cipal seats of the most important branches of industry in the country, 
conferred with their most inteUigent representatives, and personally 
inspected lite detail of many manufacturing operations. He has, also, 
doling this period, been afforded an unusual opportunity of observing 
the manufacturing systems of Europe, and acquainting himself, through 
personal and local inquiry, in respect to the cost of European production, 
and the condition and wages of European laborers. He has sought in 
all this to promote the interests of his country, to know only the truth, 
and when found he has not, thus far, in Ms official communications, hes- 
itated to speak it boldly ; and the general conclusion of his investiga- 
tions in this department is, tJiat fhe policy of moderate wttd judtciotcs 
protection wider the tariff is certainly, fi>r the present, Hie polict/ best smted 
to subserve the industrial interests of the whole country. 

Thus, it cannot be doubted, that, so long as the eristing systems of 
nationfd, State, and local taxation continue to impose heavy burdens 
upon the American producer, such burdens should not he allowed to 
work to the advantage of the foreign competitors in the domestic market 

So long, moreover, as a system of diversified manufecturing industry 
is recognized as desirable in the United States, so long it is the duty oi ' 
the nation^ government to guarantee to that interest the conditions oi 
stability. Such stability is not, however, posssible, if undue facilities 
are ottered to the European maniifacturer of using the American markets 
for temporary realization to meet emergencies through the forced sale of 
commodities; or for the disposal, at any sacriiice, of stock which may 
have happened to constitiite an unssdahle surplus in Europe. The argu- 
ment that if foreignersarewiUingtoseUgoodsundercost it is our inter- 
est to receive them, loses in a great measure its force, from the fact that 
such a trade is not regidar and legitimate, but spasmodic and excep- 
tional, and renders success in many branches of industry dependent upon 
jiccident rather than npon the exercise of skill, foresight, and prudence. 
In short, such trade is a perpetual menace to the domestic market with- 
out producing any commensurate good. 

During the period of commercial depression throughout Europe, in 
1867, it is known to the Commissioner that it became a question with 
many of the continental manufacturers wheClier to close their mills and 
allow their operatives to disi)erse, or to continue their manufecturing 
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Operations at a loss, retaining thereby their snpply of skilled labor; and 
in many instances the latter alternative was decided to be the moat 
advantageous. In such cases the Aaaeriean martet was regarded as the 
most available for the disposal of the commodities thus manufactured, 
not only without profit, but with an absolute loss, even under the most 
favorable condition as regards European prices for labor and material. 
Now, how felt it is for the interests of this country to allow itself to bo 
made the means of assisting foreign manufacturers to tide over a period 
of financial embarrassment, may be an open question, but the Commis- 
sioner has no donbtthat even the temporary gain which might result to 
the United States, from the opportunity to purchase 'Cheap commodities 
tinder such circumstances, would be more than compensated by the 
distiu'bance which would od occasioned thereby to legitimate domestic 
industry. It should, however, be remarked, that the condition of things 
as here described must be necessarily of short duration in any particu- 
lar instance. 

There is furthermore another view of this question which cannot be 
overlooked in this country — its social aspect. Tree trade leoks only to 
the increase of wealth. It takes no account of social results ; it does 
not even regard the distribution of property. Even English economists 
admit that its axioms lead to sameness of occupation, and sameness of 
oocupation means a tardy development of society. But in this country 
every man is a citizen and nearly every citizen a voter. As the posses- 
sors of power we cannot afford to have any class of the people ignorant 
or socially degraded. To insure a safe standard of education and of 
domfvjtic comfort, there most be a certain scale of wages, and these 
must be relatively higher than are paid to the competing laborer of 
Europe, to whom power is not intrusted and education is denied. These 
degraded laborers constitute the " dangerous classes," but no dangerous 
classes ought to be sufffered to exist in America. WTiatever discrimina- 
tion, therefore, may be necessary to keep up the social status and the 
self-respect of the American voter, is a tax imposed by our political sys- 
tem, and it is a tax which the enjoyment of that system amply repays. 



As the data in respect to this matter heretofore accessible to the 
public have been very vague and indefinite, the Commissioner, through 
his assistant, Mr. Edward Young, has made the collection of such infor- 
mation a specialty; and although the work of comparison is extremely 
difficult, and often moat unsatisfactory, by reason of differences in the 
nomenclature, division, and hours of labor in iJie diftferent countries, yet 
some exceedingly interesting results have been arrived at. These in 
detail wiU be foimd in the appendix to this repoirt, marked E, but m 
brief are substantialLy as follows : 

Manufacture of cotUm. — Average excess of wages paid in the United 
btatM in 1867, over those paid for corresponding labor in Great Britain, 
{gold being taken as the standard in both cases,) 35J per centum. 

A reduction having been made in the wages of some operatives ui 
cotton miUs during the present year 1868, amounting to a general aver- 
age of five per cent, on the aggregate wages paid, the excess over the 
average rates paid in Great Britain, is thereby reduced to 28.7 per cent. 

In Belgium, from an examination of less complete data, the average 
depression in wages, as compared with the United States, appears to be 
about iS per cent. The following are specific illustrations of the wages in 



by Google 



EEPOKT OP TEE 



leading specialties of labor in the cotton mauufautui-e in tlic United States, 
Oi-eat Britain, and Belgium : 

Axeragc toeekly wage^ Or euTniiigs (in gold.) 
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In France ttie average weeltly earnings of persons employed in maira- 
factories of cotton are a-8 follows : men, 84 27; women, $3 57; boys, 87 
cents, and girls, $1 04. Taking tlie 467 men and 1,446 women employed in 
that branch, in Paris, the average weelcly wages of adults is 14.93 franca, 
or|2 98; andinchidingthechildrentheaverageisl3.82francs,or$2 76. 

Manufactures of tcool. — The avera,ge excess of wages paid in woollen 
mills of the United States in lS67-'68, over those paid for similar labor 
in Great Britain, ■would appear to be about 25 per cent (24.53 per cent. ;) 
and in carpet and other worsted mills 58 per cent. The following are 
specific illustrations of the average weetly wages paid in the wooUen mills 
of the three conntiies above referred to: 
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J^eainia — The average weekly wiges of ill employes m the manufac- 
tories of file aims in the United Stites, Greit Eiitim, and 1 ranee, in the 
5 ear 18C7, were as follow s . 

In the United States, (Colt's, Sharp's, and Remington's) $12 22 

In England, (Birmingham) 7 79 

In n?rance, (Paris) 5 94 

In this branch, therefore, the rates of wages in the United States are 
66 per cent, more than in England, and 105 per cent, more than in France; 
wlule the rates in England are 24 per cent, in excess of those in France. 

Iron founding and maeliine building. — Average excess in wages paid 
in iron foundries and machine shops in the United States in 1867-68, 
over those paid for dmilar lab(H' in England, 58 per cent. The following 
.are specific illustrations of the average weelily wages paid to the foUow- 



by Google 



SPECIAL COMMISSIOKEE OF THE REVENUE. 





InfteOiUled 
Slate 8, (gold.) 




nglnnJ, 


In BelgiQin. 


,..„,. 






?n 5 




SB 00 


S5« 




Biiiler mnl at 




*3^a 


240 


!«. 



Ir<yit manu/oititt e — In this depirtment we select the price paid for 
puddlmg as an indication ol the entire average of wages in this branch 
of mdastry in the difteient countiies, although the work performed under 
this head is not always the same iu every establishment. The following 
data are submitted: 

Price of puddhng iron per ton in New England $5 00; in New York 
$6 50; New Jersey $6; Eiistem Pennsylvania $6 ; West-ern Pennsylva- 
nia $6 75; in western States $7 50; average price iu cuirency $6 12J. 
Average price in gold, United States $4 37^; England $2 37^; Belgium 
$1 20. 

The average weekly earnings of puddlers in the leading iron producing 
countries ai'e as follows: 

United States, (gold) $16 54 

England 8 75 

Fraace 8 (10 

Belgium « 00 

Eussia, (at the Vicksa iron works) 1 03 

Unskilled labor. — The following are the average rates of weekly wages 
paid for unskilled labor in the manufacturing establishments of the coun- 
tries below enumerated: 

Iu the United States, genei-al average, (in gold) $6 81 

In Great Britain, genei-al average 4 50 

(Shefaeld $5 25, Hull $4 50, Wigau «4 25, Bradford $4 00, 
Glasgow $3 75.) 

France 3 CO 

Belgium — Liege $2 40, Ghent, in cotton mills, $2 52, Mayeneo 

$2 40. 

Saxony, (Dresden) 2 25 

Prussia, (Berlin) i 3 10 

Bussia^ (at the Vicksa iron works) 1 33 

COMPAEATIVE COST OF PBODUCTION IM THE UNITED STATES AND 
EDEOPB, 

Now while the American x»roducer, in these and doubtless in some 
other respects, labors under great and serious disadvantages as com- 
pared wiUi Ms European competitor, it seems ec[ually clear to the Com- 
missioner that these disadvantages are not and cannot be compensated 
for by the adoption of an indiscriminate, arbitrary rule of protection, 
and that it is not for the interest of the country that such uidiseriminate 
protection a« has heretofore been granted, and seems hkely to he further 
asked for, shonld be continued. 

Thus in most of the tariff discussions that have taken place of late 
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in tlie TJnited States, the qaestion of the necessity aud extent of protec- 
tion is made to turn almost whoBy upon the diftfei-euce in the cost of 
labor employed im domestic as compared with foreign industry — which 
dittferences, as already shown, are certainly very considerable. And it 
is also very generally taken for granted in such discussions, that the 
nominal rate paid for wages, of itself alone, or at least in a very great 
degree, determines botli i£e cost of production and the social condition 
and prosperity of the laborer. It is difflcult, however, to conceive of a 
more egregious fallacy thaai is involved in such assumption ; inasmuch 
as it is not the nomioal rate paid for wages, but ratlier what the labor 
employed actually produces, and what the wages paid are able to pur- 
chase, that determines both of these questions. 

A striking iilnstration of the truth of the first proposition is to be 
found in the circumstance that while the wages paid in Great Britain in 
almost every branch of industry are nniformly much higher than those 
paid for the purchase of similar labor upon the continent — the rates, for 
example, paid for female labor, in the cotton manufacture, ranging from 
128. to 15s. per week In Great Britain; 7s. 35. to 9s. Id. in Prance, Bel- 
gium and Germany; and 2s. 4^. to 2s. llt^, in Russia — ^the one thing 
whicli is the most dreaded by continental manufacturers everywhere is 
British competition; and this feeling of appreliension manittests itself 
most strongly, aud the demand for protection becomes the loudest, in 
those very districts of continental Europe, aa, for example^ in France, 
Austria and Russia, where the average of wages reach their minimum, 
and moreover, at those times especially when through commercial 
depression and the scarcity of employment a supply of labor becomes 
available to the continental manufactiu'er at rates even below the general 
average. The recentiy manifested opposition in France to the continu- 
ance of the Cobden treaty, and the demand on the part of the French 
manufacturers for its abrogation and for a renewal of high duties, is in 
itself also a farther proof and confession of the truth of the proposition 
we have submitted.* 

It is also worthy of note that notwithstanding the many statements 
which have been made of late respecting the interference of the cheaper 
labor of the continent with the industry of Great Britain, there has been 
up to this time, taking the average of the last five years, no decrease 
whatever, in any of the great leading products of British industry, or 
in the quantity of such jiroducts exported and sold to foreign countries ; 
but, on the other hand, tlie commercial returns show, for the period 
specified, a rapid and continual inci'ease of such products and of such 
exports. The markets and the cliaracter of the product may change, but 
the aggregate of production increases in defiance of all competitioii, ^ 

The explanation of this curious politico-economic phenomena ' is 
undoubtedly to be found in die fiict tiiat whatever of increased jmce 
Great Britain pays for her labor, as compared with the price paid for 
similar service upon the continent, is far" more than compensated by 

* "Addresses are being sigueSinChe maDufacturimg districts of Moravia aud Lower Anstiii, 
petitioniug the Reichsratli not to sanction the ti'eatj of connmerce concluded between AuS' 
tria and l!.Dglaud. As according to the provieious of the treaty, the woollen and cDltnn nf 
English manufacture may, instead of pajiug by weight, pay 15 per cent, ad ^tdortm, which, 
no doubt, m a si^al advantage for the cheap goods, of which the ehief import in woollens 
aud cottons from England cousisls. According to the ealoulotioaa of the jwtitionera 15 per 
cent, ad vatorem h tantamount to reducing the duty, which thoy think In itself low, to about 
one-half. Aa it is they complain that English goods are inundating the country, and if the 
treaty takes effect, the native manufacturers in those articles will be ruined." — Uorrespondejice 
London Times, November 1868. 

Aud yet the wages of Austria in the woollen manufacture are probably full 35 per cent, li^s 
than the corresponding wages in Great Britain. — Commis^oner, 
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the greater corresponding pi'oduct of British industry, and also to soma 
extent hy the gain which resnlts to the BritisU manufacturer by the 
command of cheaper and more abundant fuel. 

As an Illustration of this we quote from a recent report of the inspectors 
of British fiictories,* the following statement showing the average num- 
ber of persons employed to spindles in the cotton manufactories of Europe : 

'* In I"rance, one person to 14 spindles ; iu Itussia, one person to 23 
spindles; in Prussia, one person to 37 spiudles; iu Bavaria, one person 
to 46 spindles; in Austria, one person to 49 spindles; in Belgixun and 
Basony, one person to 50 spindles; in Switzerland and the smaller states 
of Germany, one person to 55 spiadles ; hi Great Britain, one person to 
74 spindles." 

And the inspector farther adds that this comparison "is unfavorable 
to Great Britain, inasmuch as there is so large a number of factories iu 
the latter country in which weaving by power is carried on in conjunction 
with spinning, while the factories abroad are chiefly spinning factories." 

How, if the above statement is correct, it follows that although the British 
cotton manufacturer pays on an average from 200 to 300 per cent, more 
for his labor than is paid by the cotton manufacturer of Eussia, the 
labor of Grea,t Britain is really, of tfie two, the cheaper labor, and the 
Bussian manufacturer acknowledges it by asking and receiving a high 
protective tariff.! 

The report above referred to also fiimishes a comparison of the work- 
ing of a cotton factory located at Oldenburgh, Germany, with the aver- 
age results attained iu Great Britain, which shows "that the German 
machinery, superintended by British overlookers, turned off weekly the 
same weight of work with hours of labor extending every day from 6.30 
a. m. to 8 p. m,, (including Satiuxjays,) as would be turned off in an 
average British mctory during a like period, with the hours of labor 
extending from C a. m. to 6 p. m., and not includiug the whole of Satur- 
day : and fiirther, that if German, in place of English overlookers, were 
employed the product would not be nearly so much," To show, further- 
more, that these difi'erences in the results of British and other European 
production are not confined to the department of textile manufactures, 
we submit the following data in respect to the manufecturo of iron. 
TaJang puddhng as the representative process in this department of 
industry, we find the average daily wages paid in Staffordshire, England, 
in France, and iu Belgium, to be as follows: 

England 7s. Od. to 7s. lOd. per day. 

France, (Sireuil) 6s. 4A per day. 

Belgium 4s. 2s[. to 58. 0^. per day. 

Now, witti these differences in favor of production m France and Bel- 
gium, as compared with England, the average price of merchant bar-iron, 

' Koport of Aleianaer Redgrave, eaq., inspector of Britiah factories, to her Mnjesty's prin- 
cipal seci'iitUir; of state for the home ilepartment. Liondiin, 186T. 

t From what appears to be entirely reliable evideace snbmittocl in tlie roport of the inspec- 
tors of Britiah factories, above referred to, we preaeot some further details of interest denved 
from a comparison of results of labor in Kuasiau and British cotton factories, respectiTely, Tbe 
estimate of relative prodaction ehowB " that the same machinery in Endand would produce 
half as much again either yam or cloth as in Bussia." " Mules in Russia seliJom make 
above two and a half drams per minute when spinning 32s twist, while in England thej^ do 
not rno at less than three and a half." "In Russia looms onSis run at tberaleof 145 picks 
per minute ; in England, '230 is not considered too (aal. No wearer in Eussia ever minds 
jnore than two looms ; in England it is not unusual for hands to lieep four looms lUiiuiiig 
without any assislance.' 
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the product of the respective industriea at the works, is retiirued on the 
iDest authority to be as follows : 

In Bnglami £G 10s. per ton, 

In Belgimn 7 Os. i)er ton. 

In France 8 Os^ per ton. 

But it may be said "these facta are all very curions and very interest- 
ing, hut what have they lo do with the questions at issue 1" Just this: 
they show first that the mere differences in the nominal wages paid in 
the great leading branches of industry in tie United States, as compared 
with Europe, constitute in themselves no fair standard for determining 
the degree of protection to which American manufactm^rs may be 
erttitled, tuiless it is conceded in the outset that the results of American' 
industry are in no way superior to the results of the least productive, 
which, as above shown, is also the pooi^est paid labor of Europe. They 
also show, secondly, that, in many resiJeets, it is not with the pauper 
labor, bnt with the best paid and highest skilled labor of Europe that the 
United States comes most in competition, and therefore has the most 
reason to apprehend and consider. And, finally, the above f^ta make 
it clear that there is a method by which a more stable protection can be 
made available to the industry of nations other than through the medium 
of the continued imposition and piling up of duties under a tarilF; a point 
■which we believe is the most important that can to-day occupy the atten- 
tion of all interested in the fature of American industry, inasmuch as 
upon its proper consideration and recognition depend the settlement of the 
question whether production in the United States shall continue as now, 
to he dependent upon the ailiflcial support which Congress is annually 
called upon to administer ; or whether the nation, in this respect, availing 
itself of the greatest resources and opportunities ever granted under 
Pi'ovidence to any people, shall hereafter go forward in the full strength 
of Its manhood to command such a share of the commerce and the mar- 
kets of the world as its population and wealth would rightfully entitle it. 

In touching this subject we ti)nch alike, in a great degreej the secret 
of the commerci^ and industrial supremacy of Great Britain, and the 
deficiency and weakness in the same respect of the United States. 
As we have already shoirn, Great Britain is at a disadvantage in point 
of wages to every other commercial and industrial nation, with the single 
exception of the United States. She enjoys, furthermore, no pre-emi- 
nence in the natural supply of any of the great raw materials, except 
coal; while her manufacturei's know that tbey have nothing to expect 
from their own government, except non-interference, and a careful exemp- 
tion from all unnecessary burdens of taxation, eitlier on raw material, 
processes, or products. In the competition for the trade of the world, 
with the advantages genei-aUy against them, in respect to cheap food, 
dieap labor, and most raw materials, they fuiiiher know that the only 
protection available must be the protection which results fcom sagacity, 
energy, cheap capital, economy, and the utilization to the greatest pos- 
sible extent of every natural opportunity; and knowing this tbey exer- 
cise these qnalitieB, planting the fmmace and the rolling-mill in the 
closest proximity to cheap ore, coal, and transportation, and not in tlie 
locality where the principal stockholder happens to reside ; conducting 
mannfectures by private rather than corporate enterprise; and subject- 
ing the same when once established to the continued supervision of prin- 
cipals rather than of agents. Production in Great Britain, therefore, 
based on these and otiier similar conditions, commands succeSj defies 
and crushes foreign competition, and renders the whole worid tributary 
to itself. 
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Now on the other hand we maintain, and are prepared to establish onr 
assertion with the most abundant proof, that tlie whole course of recent 
legislation in the United States — ^national, state, and local — ^has been to 
establish a policy and results exactly the reverse of that ©f Great Bri- 
tain. What has it done t 

First, It ha« neutralized every benefit that can flow from the possea- 
sion of cheap raw material from cotton and pig-iron down to ice. Take 
a single Illustration : go on to the continent of Europe and ask any man- 
ufaetnrer the cause of British supremacy in production, and one reason 
always assigned will be the possession of cheap and abundant fael; and 
yet to-day the price of coal in the United States, raised and reaidy for 
deliVeiy at the pit's mouth, will average, in most localities advantage- 
ously situated tbr industrial piu^oses, less in United States currency, 
than the price obtainable, expressed in United States geld, at the pi^s 
mouth of many of the leading mines of Great Britain and of Belgium.* 
When, however, the coal reaches the American consumer the case is 
entirely reversed, the advantage aS measured In price accruing to the 
foreign consumer to the extent of vay large differences. 

Second. It has offered abountyonineompetenceandbadmanagement, 
ratiier than a stimulus for the exercise of increased skill and economy. 
During the three years that the Commissioner has been engaged in his 
ofQcial investigations relative to the national revenues, he has been 
afforded the opportunity of conferring with tlie representatives of nearly 
all those branches of industry that have, from time to time, come to 
Washington for the purpose of procuring additional proteeSioa through 
an advance of the tariff ; and he avers, through his own knowledge, that 
in very many, perhaps a majority of instances, when it was represented 
that ruin or curtaihnent would follow the failure to obtain specific legis- 
lation, other persons, in different sections of the country, were prose- 
cuting the same branches of industiy with success, and with the realiza- 
tion of feir if not large profits. These latter, when consulted, almost 
invariably replied, " We do not desire any additional protection unless a 
gradual advance of the tariff' on the constituents of our products render 
it necessary J and what we would most prefer would be that Congress 
talie off the mtemal revenue taxes, give us our raw materials as cheap 
as possible, and then let us alone." 

We appeal, furthermore, to the members of the thirty-ninth and fortieth 
Congresses, or to any one else, to name the industries that have been 
ruined or materially crippled through the failure, as an Immediate and 
principal cause, to pass any one of the bUls that have been matured and 
reported since the termination of the war, granting increased protection. 
The Commissioner, on the other hand, were he at liberty to state what 
has been conmiunicated to him confidentially, could name not a few that 
havepaidlarger dividends since the failure of such bUls than at any foimer 

* Tlie foUowmg are the prices of coal at the pit's mouth, returDeil to the Commissioner 
ftom Tai'ions localities, in the United Rtates and Europe, for the jear 1667 : 

Unitbd States. — Eaatern slope of the Alleghanies, anthmcile %i 50 to (1 75, carrenej, 
per ton, (includiug' rojaltj;) bitumlQoua imd semi-bitnutinous, 1865, $1; 1867, %\ 3l). 
Western slope, Weetmorelanii, $1 50; Pittsburg banks, $1 68; Brazil, Indiana, $1 35; La 
Salle, Illinois, S3. Pi-evioos to tbe war, coal at the ^t's mouth in the United States wea 
much cheaper. In 1858 the Pniladelphia and Beading Kaihoad Companj' mined and deliv- 
ered antbracite coal on cars, per contract, for 871 cents per ton ; wiiile the dBtnib of the 
workings of one of the heat conducted iron furnaces in the middle Stales for the year 1860-'(>1, 
exhibited to the Commissioner, show the average cost of the best coal at the furnace mouth 
to have been but little in excess of 60 cents per too. 

Europe.— Newcastle, best, $1 75 to $2, gold, per ton ; Wigan, $3 13i ; near Liverpool, 
*1 62j5 GartBherie, Scotland, 51 37i; Belrium, Mons.lii 07 ; Cbatleroi, §1 94 ; Westphalia, 
$1 50. 
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period; and many others that have not acliieved a fair measnre of suc- 
cess through the excessive enhancement of the price of the constituents 
of their products by the existing tariff. 

The members of the 3?inance Oommittees of the thirty-ninth Congress 
will remember full weU the eai'nest appe-al made to them in the spring of 
1S66, to increase theduties on plebe silksfromthepreaenthighrateof 60 
lier cent, ad valorem, to 70 per cent. ; and the predicted destniction of the 
industry in question incasetherequeatshouldnotbegranted. Ijetthem 
contrast Tvith this recollection the following advertisement of recent 
extensive publicity : 

American silks, — Messrs, and . of Boston, take pleasure In anuonncing that 

thoy havB contracted with Messrs. for the entire prodnction of tbeir celebrated mill in 

Amerit'aii eiika. * • • xhe price of the silks is only — per yard at retail; the exr.ra. 
ordiuary cheapness of which in accounted for by the fact that 85 per cent, of the raw mate- 
rial of which they are made cornea into the country ahaolutely free from impost duties; and 
TIB cenfldootly assert that at (his price we are giving to the pablic a silk v.hich could not be 
Impofted from Lyons for a much lai^er siini. 

The Commissioner could also name an article of hardware to whick, 
after hearing and earnest solicitation, increase*.! pi'otection was, in 1866, 
gi'autod in committee, (biit through the failure of the bill not event- 
ually obtained,} that since the i>eriod referred to has, it is cltumed, 
not only dilven the imported competing ai'ticle entirely out of the do- 
mestic market, but is also now constituting an article of export. To 
have granted increased protection, in any of these instances, would, 
thereforCj have been equivalent to imposing an nnneeessary tax upon 
the public, or of snpplementing, through legislation, that increase of 
skill and economy which the failure to obtain additional i)Toteetion sub- 
sequently compelled the manufacturer to exercise. 

The Commissioner will submit but one fiirther illustration of this sub- 
ject flx)m tJie many that have fallen luider his observation : 

In the summer of 1867, while studying the industries of Europe, he 
visited a factory the proancts of which had for many yeai's found an 
extensive market in the United States. The product being staple, and 
the industry one that it was exceedingly desirable should be extended 
in the TTnited States, the Commissioner studied the process of manuf^ 
ture with great care, from the selection of the raw material to the pack- 
ing of the finished product ; the rates of wages ; the intelligence of the 
oi)eratives, and the hours of labor. When his investigation was com- 
pleted, the Commissioner said to the foreign manufacturer — a man whose 
name is a household word in his own country for integrity and philan- 
thropy — "the duty on the import of these articles into the United States 
is, respectively, 35 per cent, ad valorem, and 30 per cent, ad valorem and 
20 cents per pound; if you have givenmeyourpriceSjproductsof machinery, 
and cost of labor correctly, I do not well see how yon could export your 
fiibries to the United States, even if there was substantially no duty, 
as the advantage of raw mat^ial is mainly upon our side." " I am some- 
times at a loss myself to account for the course of trade," was the reply ; 
" but perhaps it will -help yon to a conclusion if I tell you that some 
time ago, finding ourselves pressed with German competition, we threw 
■ out our old machinery and replaced it with a new and unproved pattern; 
' and the machinery by us r^ected waa sold to go to the United States." 
To complete the story, it is only necessary for the Commissioner to add 
that the owners of this second-hand machinery have since its importa- 
tion demanded and received an increased protection on its products. 

Third. Inlurtherenumerationof the^ectsof thenational policyunder 
consideration, we assert that it has largely contributed to the destruc- 
tion of our loreign commerce by rendering an exchange in kind, fbr 
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most articles of domestic production, an absolute impossibility. Tbe 
proofs already submitted under tbis head are believed to be conclusive. 

Fourth. It lias contributed to repel the immigratioQ into the country of 
slf iiled labor, and bas not improved the condition of the working man at 
home. Thus, instances are not infrequent where skilled wotlnaen from 
E in'ope have visited the United States within the last three years with the 
view of engaging permanently in their specialindustries, and have returned 
with the feeling that the inducements offered were not snfEicient to ren- 
der a change of residence on their part desirable ; and the Commissioner ' 
is assured by manufaeturera that, at the present time especially, the ten- 
dency among sMUed workmen, brought from Europe itt pursuance of 
special arrangements for the extension of special branches of industry, 
is rather to return to the Old World than remain, in the United States. 
The explanation of this is, that although the wages paid at present in 
the United States for skilled labor are nominally much greater than in 
Europe, their purchasing power, as respects commodities and rents, are 
so much less as to leave either no balance whatever in favor of the in- 
dustry of the United States or one that is comparatively trifling. We 
■wlU adduce a few facts in proof and iUustration : 

In ft leading establishment in central New York, manufacturing an 
article of hai'dware in competition with Sheffield products, the present 
advance in wages for skilled workmen, as returned to the Commissioner, 
calculated on a gold basis, is about 11 per cent, on the established Shef- 
field prices — an advance not sufficient to compensate for the difference 
in favor of the foreign workman, in respect to rents, to clothing, and 
some other commodities. In an establishment in the vicinity of New 
York city, manufacturing the same products, the difference in wages is 
oven stiU less. 

By reference to tables of prices of commodities, of rents, &c., &c., in 
the United States, {given in Appendix D to this report,) it will be seen 
that the average rent of six-roomed tenements in the United States is 
$84, gold, per annum ; and for four-roomed tenements, $63. Compare, 
now, these rents with those of tenements in the manufacturing districts 
of Great Britain. In the eottou distiicts, according to official returns, 
the average rentals of the houses occupied by operatives are £8 16s., or 
$43 per annum ; while in Sheffield 56 per cent, of the houses rented by 
operatives are under <*7 ($35) per annum, and only 26 per cent, command 
a rental of cClO ($50) aHd upwards, 

At the celebrated iron-works of Le Creu^t, Finance, a small, ordinary, 
but comfortable housfc with a garden, rents for $16 per annum ; but this 
latter price is believed to be exceptionable. 

The Commissioner believes that the mischief wrought to the laboring 
classes in the eastern sections of the United States during tlie last two 
years, by the high prices of food, which have in part resulted from the 
repeal of the reciprocity treaty, has far more than counterbalanced 
any advantages which have otherwise accrued to the country through 
this specific legislation; for although the quantity of tood supply 
which is capable of being imported from the British provinces is, as 
compared with the national aggregate most trifling, yet it has been suf- 
ficient during the period referred to to constitute the difference between 
"enough" and a deficiency; and such deficiency or tendency thereto, 
combined with the uncertainties of an irredeemable paper currency, has 
placed the consumer almost entirely at the mercy of the speculator.* 

•A striking illnBtnrtion of tbe disproportionate ratio in which ft deficiency in tlie ordinaiy 
supply of an esBuntia] commodity incteaees prices is afforded by the experiBDCe of 
Great Britain in reference to ler supply of wheat for the years 1863 and 1867. 
The pi'esent averuge yearly consumption of ivhent In Great Briliun is aboat 20,800,000 
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Tliftt the existing policy brings prospeiity to certain branches of 
domestic production cannot be questioned; but like the vigor of the 
tropical parasite, which eventually paralyzes the tree on which it leans 
for support, such special prosperity is most antagonistic to the normal 
and healthy growth of the State. Thus, under the influence of an almost 
prohibitory tariff, the bueineee of mannfeicturing pig iron enjoys a high 
degree of pro^erity, and furnaces continue to be multiplied; but if the 
community at large ha-s been compelled to pay an unnecessary profit of 
from $7 to $10 per ton on a present annual product of 1, 500,000 tons, 
and has therefore been subjected during the past year to a tax of from 
$10,000,000 to $15,000,000, the prosperity of the pig iron manufacture 
in question has cost the eotmtrya great deal more than it is worth; and 
farther, it is only necessary that a few more such waves of commercial 
prosperity should sweep over the land in order tfl necessitate the enact- 
ment of an average tariff of 100 per cent, ad valorem in order to enable 
the great mass of less favored producers to effect the sale of any product 
even in their own markets.* And furthermore, that such prosperity as 
is continually pointed out to prove the beneficial effects of the existing 
tariff does tend to produce such a Tcsult, is proved by the fact that 
although the tariff has been constajitly and largely advanced since 1861, 
and although the internal revenue taxes, which neutralized in part its 
protective influence, have been substantiaUy removed during the last 
year, the demand for still further advances is at present as urgent as at 
any time previous. As offering some explanation of this cireurastauce, we 
meomend to the careful consideration of all interested the following signifi- 
cant answer given under oath to a question propounded by the Commis- 
sioner to the largest and most successful manulkctorer in a special depart- 
ment of the iron and steel industry of the United States: 

QuBsHon. What, according to jonr experianee, was the effect of the increase of the tariff 
in 1864 on the iudaatrieB wiUi wbich yon are Bpecially coniiectecl. Answer. The first effect 
wna to stimulate nearly every branch— to give an impulBe and activity to businesa ; but 
in a few months the increased coat of jirodaction, and tiie advance in the price of labor, and 
theprodnela of labor, were greater than the increase of the tariff, ao that the buaineas of 
production was no belter, even if in so gooi3 n condition, aa it was previous to the advance 
of the tariff referred to. That waa theefiect on most articles with the manufacture of which 
I am practically acquainted. 

Now, what the country needs is a tariff looking first to the attainment 
of public revenue, and not primarily to the furtherance of mere private 

quarters. The domestic product being insufficient to meet the requirements for domeatlo 
consumption, the purchase of an additional supply from foreign countries is every year a 
matter of necessity, which purchase varies in amoont in accordance with tho abundance or 
deficiency of lie home crop. In 1863, the home crop being eoofl, the requirement from foreign 
coantriea was 4,500,000 quarters, while the total cost of the wheat consumption of Great 
Britain for that year was £40,0(X),000 ($300,000,000) ; of which £6, 100,(100 (830,500,000) 
was paid for foreign purchased. In 1867, on ^e other hand, the home crop was delident and 
necessitated a supply from foreign countries of 11,100,000 quarters, as compared with 
4,500,000 in 1863; which defidency, and the necessity for purchasing 6,600,00(1 additional 
quarters irom abroad, canied up the cost of the total home consumption from £10,000,000 
O|a00,000,000) in 1863 to £70,000,000 ($350,000,000) in 1867 ; and that, too, notwithstandlDg 
the total home consumption, by reason of enforced economy, waa undoubtedly considerably 
diminished, or supplemenled by the consumption of other and cheaper articlea of food. To 
obtain the additional supply needed in 1867 there w.is furthermore paid to foreign countriea 
thesumof £33,500,000, ($107,500,000,) as compared with £6,100,000 ($30,500,000) paid 
for the necessary foreign supplies in 1863. 

"It should be eapecially noted that this enhanced price of iron enters into the cost of every 
article made of iron or steel ; that is to say, it increasea the cost of every tool and impli 
of production and transportation. Upon this enhanced cost muat be predicated the nee 
of greater capital in oUier manufactures of iron, more loss of interest, decreased consumption 
and increased risk. No tax can be more vicious than one imposed upon tools, implements 
and inaciiinevj~-upon tJie processes rather than the results of labor. The enhanced cost of 
iron heams, ceilings, cornices and stairways forfire proof buildings, may also be mentioned aa 
one of the unfavorable results of a high price of pig iron. 
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intexests. Goveriunent can add nothing to the capital of the country 
by legislation. It can only prescribe the ehannela into which capital 
already created shall flow. 

It is time, furthermore, that the United States should have a broader 
ajid more liberal policy, iu respect to its industrial development, thaa is 
at present made the basis of legislation ; and that this policy stonld not 
be, as it were, self-defensive, and looking merely at the retention of our 
own markets, but aggressive. 

THE POSSinr-B PUTUEE OP AMEEICAN USDUSTET. 

The Commissioner prefers no claim to the possession of any extraor- 
dinary insight into tlie future, but he believes that it is possible to look 
forward to the attainment of results, in respect to a development of 
national industries, which shall find no parallel in the history of our for- 
mer experience. Now, ia this mere fancifiil writing, or has it a basis oi 
substantial reality ? 

Let u8 see. By the recently published mineral statistics of Great 
Britain, it appears that the mean market price of pig ii'on for the year 
1867~'68, taking "Welsh pig as the standard, was M 3s. i)d. ($20.38.)_ Ent, 
as has been already stated, the present average cost of producing pig 
iron in the United States under favorable conditions and good manage- 
ment is not in excess of 126 per ton currency ; and as respects some of 
the fiima«es of Pennsylvania and Marylandj the Commissionei- is assured 
that the present cost of production is little m excess of $23, which price, 
reduced to gold at 36 per cent, premium, $16 01, Is $3.47 per ton less than 
the market price of the cheapest and standard supply of this aaiiele iu the 
markets of Europe. It is eiddent, therefore, that it is possible for the 
United States, at the present time at least, to competeon terms of equal 
advantage in the marketet of the world for the partial supply of an 
article that is even more essential to civilization than cotton ; and this 
advantage which has accrued to the country under the most unfavorable 
circumstances, is capable of being rendered still greater and more pi"e- 
eminent, by the attainment through legislation of results which, by 
increasing the purchasing power of wages, shall render labor leas costly 
and more available, and thus decrease tiie present cost of production and 
transportation. And if the representatives of tlie industrial interests of 
Pennsylvania and Maryland, instead of interesting themselves to prevent 
a natural distribution of cheap coal, woidd devote tbemselves to the 
full solution of the problem referre*! to, ten fomaees would speedily 
spring up within their territories where one now exists, and the com- 
merce of the world woidd become tributary to their products. 

Again, let us consider the condition of the manufacture of cotton. 
It is well known that before the war American coarse cottons were 
obtaining a preference over all otiiers in the markets of the east and of 
South America, and that their export was rapidly increasing. The war 
interrupted, and in a great degree destroyed 1iiis business ; but the 
Commissioner, after a careful examination and comparison of all the 
elements of the cost of producing coarse cottons {So. 25 and under) in 
the United States and Euroi>e, in which examination he has had the 
assistance of experts in both countries, has come to the conclusion that 
if the American mannfectui'er could be put upon the same basis as his 
foreign competitor as regards direct and indii-ect taxition, cost and 
excellence of machinery, and 'would bring to his buamess the same stOl 
and economy, he would be enabled to produce cotton good? and yariis, 
of the number specified, at a cost which would en'vble him to undersell 
all other simUar producers. The attainment of such a result, whioli 
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involves nothing that is impracticable, nothing that is visionary, wonld 
determine the exportation of no email part of the cotton gi'own in the 
United States in a manufactured, rather than in an unmanufactured 
condition ; wonld erect two cotton mills where one now exists ; would 
largely increase the demand for agricultural produce in the home mar- 
kets, and wonld hriag bticli four-fold that commerce of the ocean which 
now wanes almost to anniliilation, iu great part through want of legiti- 
mate occupation in effeotiug exchanges, 

And what has heen said of the possible fature of the rx)ar5e cotton 
manuiacture is equally tme of the manui'acture of medium table cutlery, 
common loclis, axes, spades, shovels, agricultural implements generally, 
and many other articles of hardware ; the advantage in the production 
of which, growing out of the application of superior skill and the greater 
use of machinery, is idready so far on the side of the United States, that to 
go from one of our first class establishmfents, manufactiu-ing many of the 
above articles, into similar ones in Great Britain, France, or GennaJiy, is 
like going from the X9th centui'y back to the middle ages. How, if we wUl 
but give to the American manufacturers in these departments, who have 
aJre^y established their business on a ba^ of sufficient skiU and capi- 
tal, an opportunity to prodnce cheaper, a result clearly within the reach 
of legislation, we shall also afford an opportunity for the extension of 
production which can have no hmit, except the ability of three-quarters 
of the population of the globe to purchase and consume : and the skilled 
labor of other nations must either come to the United States to pursue 
their special avocations or seek other employment*. 

But a prospect of industrial development, which far transcends aU 
otbera in import-ance, awaits the Pa<afic coast of our country when 
reason and common sense, rather than prejudice, shall exercise control 
over its population and the enactment of its laws. 

No one can study the industrial elements of Great Britain and of west- 
em Europe without becoming impressed with the feet that an adequate 
supply of intelligent and cheap labor, to meet the increasing demands of 
the world, for manufactured products, is one of the most difBcult prob- 
lems of their future. Already in Prance and Germany the drain of labor 
from the rural disti'icts, to engage in manufacturing industry in towns, 
has become a cause of complamt by i-eason of the embarrassment which 
it entails upon the planting and harvesting of the crops, and the con- 
tinuance of a further supply of labor from this source can only be 
effected by tlie offer of higher wages.* Increased wages, in turn, tend 
to increase the price of agricultural products, and other like raw mate- 
rial ; and also contribute directly to largely increase the capacity for the 
consumption of domestic manufactiu'ed products, inasmuch as the cost 
of aU articles, which are in gi'eat i>art the result of the applica,tion of 

■"The ttemand for labor in France, couseqnent on the impetus giran to mannfaotiiring^ 
noUyitf , has teuded to drain it from tbe rural distiicts and congest it in the great towns. 
The 'COOsequenceB have been very Eeriotlaly felt in the agricultural districts, where a dearth 
of labor has at times entailed great embarrassment and heavy losses on the farmera. On 
the other hand, lai^ nnmbers of foreign ivorkmen, chiefly Belgian, German, and English, 
ttre employed in the manufacturing towns. In the town of Mnlhonstt alone there are more 
than tt,0(K) German workmen, and the number of Belgians employed at Bouba x s sta e to 
be nearly 15,000." — [Correspondence with h^r Miyesty's m u s c a abroad r gard ng ndust al 
questions. Mr. Fane to Lord Stanley, London, 1867.1 

"Increased industrial activity, in Belginm, hag natn ally prodnced a corre { ond n? 
increase in wages as well as in the price of raw materials Save al eetabl shments co 11 
yield a greater produce bad they but a snlGcient amount of hinds at Cl e d sp 1 Tba 
demand for wortmen, parlionlarlj in the coal districts, has ra sed g eat pre ens oos o the r 
part and has led to several strikes, which, however, have forluuatel lasted but a nho t i oie 
owing to concessions usually made by (be masters." — [Ih d Lord Ho vnrd ie Walden to 
Lord Stanley, Brossels, IblTT.] 
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natiiral forces tlirougli maehiQery, does not even increase in tlie same 
ratio as the wages of manual labor that attend such ^machinery. Thus, 
Saxony, in 1866, ia reported to have produced sis million dozen pairs of 
stockings, and of this product to have exported some two million dozen 
to the United States, equivalent to about three-quarters of a pair of 
stockings to each man, woma-n, and child of our population per annum. 
But to effect this result Saxony has already drawn u^on her rural popu- 
lation to an extent sufficient to produce a marked diminution of labor 
avattable for agricultural purposes, so that if she should propose to 
double her product of stockings and supply the population of the United 
States with one and a half pairs, instead of three-quarters of one pair 
per head per annum, she must provide herself with such an additional 
supply of labor, as will require an additional supply and probable 
importation of food. But such an additional supply of labor can 
only be obtained through such an inducement of increased wages 
as will enable the recipients to purchase and use more largely machine- 
made domestic products; or, in other words, to wear stockings, ov 
some other equivalent article of clothing, in place of dispensing with 
them as they may at present. It is, therefore, obvious that there is a 
limit beyond which Saxony cannot go in supplying stockings in compe- 
tition with other countries where food is cheaper and labor more abund- 
ant. And this illustration in respect to Saxony holds good in respect to 
all the other manufacturing countries of western Europe. 

Again, an examination of the present condition of the production ot 
pig-iron wiU. show, that of all the countries of Europe, Great Britain is 
the only one that h^ any resources adequate for meeting the future 
greatly increased demand of the world for this article, or, possibly, of 
even supplying their own future requirements for domestic consiunption; 
and in Great Britain the prospect of future increaise is dependent alto- 
gether upon her ability to supply coal on a scale of consumption that 
already is in excess of the rate of 100,000,000 tons per annum. How 
great tills prospective demand is likely to prove, may be inferred from a 
comparison of the present average per capita con8um;ption of iron in 
different countries, which ranges &om about 189 pounds in Great Britain 
and Belgium, to 100 pounds in the United States, and 69 pounds in 
Prance, 

If we tarn now to the Pacific coast of the United States we shall find 
the fundamental conditions for an unlimited extension of manufacturing 
industry supplied to a greater and more perfect extent than in any other 
country, viz : an unlimited supply of cheap and fertile land, thereby 
entailing a supply of cheap food ; great natiwal resources in respect tjo 
valuable minerals, lumber, and the product of the seasj and finally, but 
above all in importance, a practically unlimited supply of cheap, docile, 
and sufficiently intelligent Chinese labor. Under these circumstances 
there i8,.really, nothmg wanting but capital, which will speedily flow, 
in accordance with a demand that can offer both security and profit, 
to rapidly develop an industry which, favored with the means of rapid 
and cheap intercommunication, shall be able to supply to the markets of 
tiie east all that its immense population shall need of the products of a 
higher civilization. And the proposition is as true now as in the great 
days of Alexandria, Venice, Constantinople, and Genoa, that the people 
and the country which controls the trade of the east, controls in great 
jjart the wealth and the dominion of the worM. 

At present, however, the people of the Pacific repel rather than attract 
the labor which can alone make their natural resources and wealtli avail- 
able, and fail to afford it adequate protection either as respects life or the 
possession of property. How suggestive a commentary on the existing . 
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state of tilings is embodied in the following statement recently made to 
the Commissioner by the president of one of the largest mining 
properties on the Pacific uoaat: "TIte hostility of our miners, which is stis- 
tamed by public opinion, will Ttot allow ws to weail ourselves of clump Chinese 
labor. Gould we do so, tJte profits on our budness loould be increased from 
tm tliouscmd to fifteen tliousimd dollars per monthP 

CONCLfSION. 

In what haa thus been submitt-ed the Commissioner believes that he 
hEis snfflciently indicated his views in respect to the tariff. Ho cannot 
resist the conclusion that, as it now stands, it is in many respects inju- 
laous and destructive, and does not afibrd to American industry that 
stimulus and protection which is claimed as its chief merit He believes 
that to grant, in the main, the advances asked in the bills now pending 
before Congress would be but to aggravate the very difficulties under 
which the country now labors to impair the revennes and hinder th« 
return to specie payments- 

In fact, our present tariff is in many particulars apparently based upon 
the old fallacy that, in the exchange of commodities between nations, 
which constitutes commerce, what one gains the other loses. It needs 
but a moment's thought to be convinced that there can beno permanent 
trade or commerce unless it is for the gaia of both nations; all trade is 
based upon the mutuality of services, and it is one of the evidences of 
the progress of modern thought, that the inter-dependence of nations is 
beginning to be recognized. This is eminently true in England, Franca 
and Germany, true in China and Japan, true even in Spain, but not yet 
recognized in the United States, if our laws are to be taken as the evi- 
dence of our thought. 

With these feehngs and convictions he would therefore prove untrue 
to bis tiTist did he not here enter his most earnest protest against any fur- 
ther general increase of the tariff, but would, on the contrary, recommend — 

First. An enlargement of the free list. 

Second. A reduction of some rates of duty, and, as an exception, an 
increase of a few others, with a view to the increase of the revenue. 

Third. A reduction of some rates of duty with a view to an absoluts 
abatement, on the simple ground that the reduction of a duty is the reduc- 
tion of a tax, and that the most efQcient method of protecting home in- 
dustry is by the removal of obstacles in the form of taxes. 

Fourth. The conversion to the utmost possible extent of the present 
ad valorem duties into specifics, as the only practicable method of insuring 
certainty and equality in the assessment of duties and the prevention of 
undervi^uations and the abrogation of the privilege which enables re- 
turning tourists to import free of dntyauamount of goods corresponding 
to their real or supposed social position. 

Inbehalfoftheconclusionsthusexpressed the Commissioner confidently 
appeals to the true friends of American industry tor countenance and 
support; for nothing can be more certain than that if unnecessary and 
iniquitous burdens of taxation under the tariff continue to be laid upon 
the people, the day is not far distant when a reaetionof public sentiment 
will compel either a sweeping reduction of duties, or induce through 
notation such an instability in legislation as will in itself prove most 
injurious aud destructive, 

The Commissioner does not believe it expedient in this, a general report, 
to enter upon the specific details of a tariff revision, but the precise 
changes required in his judgment will, if caUed for, be presented in the 
form of an additional report, or be submitted personally to the flnaace com- 
mittees of Congress. As a bill proposing a change in the eastintf 
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house system is, kowever, now pending before Congress, some recomen- 
dations in resi)ect to this topic are herewith appended ia the fonn of a 
supplement. 
I have the honor to be yours, very respectfully, 

BAVID A. WELLS, 
fecial Oommissioner of tJw Revenue. 
Hon. Hugh MoCullooh, 

Seoretary of ike Treasury. 



SUPPLEIVIBST. 

THE BONDED WAREHOTFSE SYSTEM. 

Tlio frequent complaints an d controversies in regard to our present sys- 
tem for warehousing and bonding foreign merchandise have induced the 
Commissioner to make a special examination of the subject. 

In a recent report submitted to the House of Eepresentatives by the 
Committee on Manufactures, the practical abolition of the whole system 
was I'ecommended, and bill reportetl, carrying the above recommenda- 
tiona into effect. With these recommendations the Commissioner can- 
not concur ; but would rather suggest certain important modifications 
to the warehouse system, as at present constituted. 

The objects of the system are two-fold : 

Ist. To facilitate the importation of the products of one country for 
re-export to another ; or, in other words, to make onr ports depots for the 
distributton of foreign ]n-oducts. 

The course of trade of hite yeais has however been so far modified by 
the use of the telegraph and of eteauij as partly to render unnecessary 
the large stock of merchandise which it was formerly considered necew- 
sary to hold in transit at intermediate points between the producer and 
consumer. 

The cumbrous system of oaths, bonds, landing certificates, &c,, 
required of the merchant before be can avail himself of the privilege or 
re-export-, tends also to discourage this branch of commercPT i»nd the 
warehouse system may be condemned as a failure, so far as this object 
is concerned. The proof of this is to be found in the fact that out of a 
gross importation diuiug the last ilseal year, exclusive of bulhon and 
specie, of $339,706,000, only $1^,157,000 was re-exported ; of which the 
greater portion consisted of tro|)lcal or semi-tropical proiluctions. 

2d. Another object of the warehouse system is to facilitate imports, 
and to reduce the necessary expense of importation to the lowest point. 
In considering this branch of the subject, our importations must bo 
divided into two classes ; 

1. Those which are essential to the comfort and prosperity of the peo- 
ple, including articles from which we expect to derive the largest portion 
of the revenue collected by means of the tariff. 

2. Those which are non-essential, and are dependent upon style or 
fancy for their sale. To importations of this chara«ter it seems clearly 
not desirable that any iindne facilities should be afforded ; the tendency 
of which will be to induce the sending to the United States of the refnse 
which foreign markets wiU not receive ; or to encourage needy or weak 
merchants ormanufacturers in Europe to avail themselves of such exports 
as a means of raising money, by sending to onr markets large quantities 
of goods on consignment, and out of season ; and the sale of wliich, 
while ultimately benefiting the domestic consumer little or nothing, seri- 
ously injures the domestic manufacturer. 
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To the first class of commodities, the Commissioner is of the opinion 
that we should offer every possible facility to induce their importJition 
with the least risk or expense; and should rather enlarge our warehouse 
system, and extend it by abolishing the additional duty of tea per cent, 
now imposed upon goods not ■withdrawn from bond within one year; 
whUe the privilege of ■warehousing the second class may be safely with- 
drawn, with probable benefit to all and injurj- to none. 

In the first class should be included all articles of necessity or comfort- 
especially tropical and semi-tropical productions — such as tea, coffee, 
sugur, cocod, raw silk, jute, hemp, drugs, dyc-stuffe, and the like, most 
of wliich are needed in our various branches of manufacture ; and also 
articles from which we expect to derive a large reveiiije, and therefore 
desire to fecilitate importation, such as 8i)irits, wines, spices, and tobacco. 
The more of the former of these commodities we have, provided they 
are obtained ia exchange for our own sui-plns productions of cotton, oil, 
wheat, or even for our gold, the richer we are ; and if our warehouses 
groan under the weight of them, it is a true sign of our prosperity, pro- 
vided they are paid for. 

Most of them are bulky ; require for their importation large capital ; 
and not unfrequently can be obtained or imiiorted only at certain seasons. 
It seems espedient, therefore, that we should afford to the importer of this 
class of commodities every facility for storing them, and, furthermore, 
not require the payment of the duty on such importations any faster 
than t£ey are withdi-awn for consumption. We shall thus be able to 
obtain from them the lai-gest revenue, and at the same time impose the 
least additional cost upon the consumer. 

To the second class of commodities, whieh the Commissioner is of tho 
opinion that it is iaexiDCdient to extend the benefit of warehousiug', belong 
textile fabrics, fancy goods, and such articles as depend mainly on fashion 
or faaoy for their Bale. Since the estiiblishment of the Atlantic telegraph 
it has become much more the custom of manufacturers to work upon 
orders taken in advance, and with all our feeUdties for procuring what 
we need of these articles, which can be ordered almost at a day's notice, 
there need be no special facilities extended to merchants to aid them in 
caiTyiug a heavy stock in warehouse. Such fecilities rather tend to 
promote fiuctuation and uncertainty than to establish uniformity of prices. 

Investigation renders it probable that at least 60 per cent, of the textile 
fabrics and fancy goods which are entered in warehouse are consigned 
goods, and not bormfide purchases. 

Investigation further shows that needy manufacturers in Eurojw, or 
often commercial adventurers in the possession of goods, often very 
imdeairable aiUcles, apply to the numerous foreign houses, who have 
agents in the United States, lor j^vances, and then consign them to this 
coiuitry, where they are sent to bonded warehouse — often at a gross 
undervaluation — and fintdly sold to pay advances and duties. Kow, such 
a trade is clearly detrimental to the hona Jide merchant, and rarely a 
benefit to the consumer, inasmuch as the goods which are sold at auction 
if desirable are retailed at regular prices, and if undesirable are no benefit 
to any one. Yet it is for the interest of the banker and the consignee 
to stimulate this trade to the utmost, as they are the constant gainers from 
its continuance. If the bonding of articles of the character referred to 
were disallowed, tbe entire machinery of this undesirable trade would 
be given up ; inasmuch as an immediate cash payment of the duties 
would involve the use of an amount of capital on tiiis side of the Atlantie 
whieh foreign bankers would probably consider undesirable ; and with 
such chaaige, furthermore, this unnatural trade itself would also undoubt- 
edly, ia a great degree, be discontinued. 
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APPENDIX A. 

Tahle shoains the aggregate receipts of mteraal revenae for the several fiscal gears 1805, 
leee, imr, and ISea; the amimnt derived from the priacipal specific ssurces; and the. 
percentage of t/ie amount derived from each specific source to the ichole, for each of the 
above^^iaaied perwds. 
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SPEmGFrGLD, Mass., Novmhcr 25, 1868. 
Hon. David A. Wells, 

United States Special Commissioner of Revenue : 
Sm : In compliance with your request, I have instituted an examina- 
tion into the relative volume of the circulating medium of Great Britain, 
France, and the United States, to determine whether the complaint is 
well founded, which we have heard so frequently within the last few 
years, that the circulating medium of t^^ United States, prior to the 
^ue of the legal-tender currency was inadequate, to the business wants 
of the country, and relatively smaller than that of European nations. 
If such has been the fact, then the objection to a further contraction of 
the circulation of the United States is properly urged at the present 
time ; for there wiLI never be a better opportunify to settle the principles 
on which the currency should stand than now, When the public mind is 
alive to the question, and every intelligent proposition is likely to receive 
attention, 

CONTHACTIOM AND ESPANSIOM. 

There are two poUeies before the country in respect to the circulation; 
that of cOTifroefMMi, which has uniformly been advocated by the Secretary 
of the Treasury, and which two years ago had the consent of a great 
m^ority of Congress ; and that of expansion, which has bad its chief 
advocates in the western States and in Pennsylvania. Between these 
lies the expedient of inaction, which has so Ikr prevailed upon Congress, 
as to put a stop to the contraction of the legal-tender notes, which had 
proceeded regularly under the direction of the Secretary of the Treasury 
for several months. Contraction rests upon the idea that the circula- 
tion of the country is excessive, and that specie payments can only be 
reached and maintained by contracting It, until by its scarcity it wiU 
exchange at par with gold. The views of the expansionists are well 
expressed in the following passage from the speech of an advocate of 
that pohcy in July last, in the House of Bepresentatives : 

But we ore met by the hue and aj of expansion. I am distinctly in favor of expansion. 
Our currfiney, as well aa everything else, moat keep pace with our growth as ji ntttioa. My 
p!au is to increase our cicculation until it will be coininensurate with tbe increase of our coun- 
tiy in every other parUeular. « * * Expansion is the natural law of currency, and a 
healthy growth as a nation. * * • Five times as mnBh postage is paid to-day as teas paid 
ten years ago; conaegnently five limes as much of a ctTculatiiig medium ta transact this lilile 
item of business as jirevioudy needed. * " • Keduee the currency — the mctms ef the 
people — and in my opinion jou are fast finding tbe toad to universal bankruptcy, from which 
may be seen leading repudiation. For my part I would issue as many greeubacka as the 
country can carry ; how great that amoJint may be I wilt not pcetend to say. • • * • 
France hag a circulation, per capita, of thirty dollars ; England, ttoenty-five ; and toe, vnth •mr 
extent of territory and improvements, certainly require mare than either. 

These passages, selected from different parts of the speech, embody 
tbe whole doctrine ; they assert that expansion of the circiUating medium 
means wealth — contraction, banfemptcyj that it should keep pace witii 
the growth of business; that the circulation is " tfte means of tite people;^ 
and that England and France have more of it than we have, while we, 
on the contrary, require more than tbey do. I propose in this letter to 
consider the facts and tbe principles embodied in these assertions. 
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■WHAT CIKCULATION mCLTIDES— BAKK DEPOSITS NOT CIRCULATION. 

But before doing bo it is necessary to settle what shall he includefl in 
tliemeauing of the word circulation. Forthepurposesof this inquiry, I 
consider cixciolation to mean only gold and silver coin, (or btdlion, kept 
by banks as a part of their reserve,) and bank notes. There are no gov- 
ernment notes circnlatiug as money in either England or France, and in 
the United States there were none prior to the war. This definition of 
circulation is the popular one, mid, I incline to believe, the only one 
which is strictly accurate. I am aware that it is quite common to treat 
as a part of the circulation both promissory notes and bills of exchange, 
and bank deposits. But none of these possess all the essential attributes 
of money, and they must idl be regarded as only inferior instruments of 
credit. That notes and bills of exchange are not money, is evident from 
the fact that the delivery of them by the debtor to the creditor does not 
constitute the payment of a debt, but merely an acknowledgment of it 
and a promise to pay in future; while, on the contrary, ■ nothing cau 
answer to the word "money" which does not instantly pay the debt for 
which it is given. A bank note, though only a promise, is nevertheless 
money in a popular sensej because, if accepted^ it discharges a debt 
precisely as coin would do. It diftfei-s from coin m this important par- 
ticular, that it is not usually a legal tender, and may be refnsed. No other 
paper instriunent has this capacity of instantaneous payment. A note, 
or bill of exchange, holds the parties to it till it is paid. A check is not 
gayment until it is cached by the bant on which it is drawn. Bank 
deposits, in like manner, lack these essential properties of money ; they 
are not capable of manual delivery, nor of instantaneous liquidation 
between debtor and creditor. Au act of a third party — the bank — ^is 
Decessary to complete the transaction; and this completion may be 
delayed mdeflnitely by a failure of the holder to present the check, or a 
refusal cf the bank to pay it. Deiiosits come much nearer to monetaiy 
circulation than any other instrument of exchange, but they do not per- 
fectly fulfil all its conditions. 

Lord Overstone, a very eminent and experienced banker, who is the 
real author of the existing banking system of Great Britain, (the act of 
18i4,) in his testimony before the parliamentary committee on banks 
of issue, in 1840, held that neither deposits nor bills of exchange could 
properly be included in the circulation. He says: 

Deposit business is a moSe of ecoaomiziug the nee of tliB ciiculation ; bj meaaa 
of resor^Dg; to that process, a greiitcr amount of obligntiong- or of tvauEactioiJs can be 
adjusted with a smaller amount oTcirculatiu^medium, tliancoaldotliervrise take place; but 
au ecoBomIe iiao of the circulation ia not itself circulaUon. * * • A leas amount of the 
circuiatina: medium of Iha country has been sufficient to perfoym certain functions, in cocse- 
quenco ot^that economic process of using the money, which arises out of banking deposits. 
The same tliin;; exists to an enormous extent in the system of the clearing-house ; but will 
any man in hi,^ common seTisfs pretend to say, that the total amountof transactions adjusted 
in the clearing-house is part of the money or circulating medinm of the country? The 
Bank of England, or any other banker, can cleatly pay bis deposits only to the extent of 
the banking reserve In his till. The banking reserve in his till is the money with which that 
business is worked, and constitutes the amount of circulation under his contiol. It is to mis- , 
lake the amount of business done for the instrument with which it is done to call deposits 
circulation. Deposits are the buBiness worked— the reserve in the banking till is the instra- 
uent with which they are worked, and the instrument by which your business is worked ia 
the circulation or money of the country. 

I think it proper to be thus distinct in excluding bank deposits from 
the circulation, because it has been very common, in the late discussions 
in this country, even tor financial writers to speat of deposits as if they 
were a part of the circulation, instead of being, as Lord Overstone clearly 
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sho^s, one of the economical substitutes for it. To make tMs a little 
clearer, let me define wliatatleposit reaUyis. The first impr^siou might 
be that it is, as the wordliterally implies, the money whichlhavetaken 
to the bank, and left there as my property for satfe-keeping. Such de- 
posits there are, but they are known as specml deposite; the bank makes 
no use of them, but takes them merely for safe-keeping until they are 
called for, when they are spedflcaUy surrendered to their owner. They 
cannot be drawn or transferred by check, but on^ in person or by spe- 
cial order. But general deposits are only entriea in account on the bank 
booksj expressing an indebtedness to me for so much money as I have 
deposited, to be paid on demand — that is, upon my check.* Tlie money 
which I delivered is no longer my money, but became instantly the prop- 
(3rty of the bank. I parted with it in exchange for an entry to my credit 
of its amount, exactly as if I had loaned it on a mortgage. Payment 
by means of bank deposits is not therefore properly payment, by which 
a debt is wiped out of existence, but a liquidation, by the substitution 
of one debt for another. I owed my creditor ; the bank owed me. By 
means of my check, I transfer to my creditor a claim of equal amount 
against the bank; he then ceases to be my creditor, but becomes the 
creditor of the bank, and the debt which he held, though I am discharged 
fix>m it, is not paid, but shifted onto other shoulders, and it never will 
be paid till money is at last given for it. If deposits were really cirfiu- 
latiouj they would be capable of paying the whole debt of the bank to its 
depositors at any moment; but in fact they are not capable of paying 
any part of it. The special deposit pays itself; but the general deposit 
eau only be paid out of such money as the banker has m his till. So 
long as aU the depositors do not demand.their money at once, it is very 
well; bnt if all should come to the counter together, the till would be 
emptied long before the deposits were paid. ' 

Let it not be supposed that I overlook the unportant bearing which 
bank deposits have in determining tie proper volume of the circulation. 
They affect the question very nearly, because they are among the. simplest 
and most effective instruments of exchange ; and the more they are used , 
the less need is there of using money. But the ingenious devices by 
which the use of money is economized are not money itself j they are 
rather what a French writer (J. B. Horn) denominates "proe6d^s per- 
fectionn^s," perfected contrivances. 

The eminent Trench economist, Mchel Chevalier, speaks thus of these 
contrivances: 

Let 010 repeat, that all tbeae instruments whicb, together with gold and dWer, pass from 
hand to ban^, to liquiil^te transactions; alltiroi^e combinittionB irhich dispeose witlithe use 
of any instraments of eitculation whatever, amoug wbioli tie bank lieposit if ''■' ' 



, _.„ J precise and simple domination, that o£ 

credit. All these coatiivances and instruments of credit are sidisiilalfsfor money, and not 
oneof themis monejMself; and any attempt to tveat them absolutely aa money woald ba 
attended wilb the laost seriens inconvenience. It wouM be as gfreat a mistake ss to con- 
found the portrait with the original, the shadow with the substance. 



Confining myself, therefore, to gold and silver coin and bank notes, 
which is all that is meant by circulation, when it is said that Eugland 
and France have such and such sums per capita, let me first state the 
present amount of the bank ttote circulation of Great Britain tvnd France, 

* The French do not call theiu (leposii^, bnt "accounts current," which more nearly 

expresses their cliaracter, and doe " ' " - - ■ 

involved in the word "deposit." 
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and compare it -with that of the United States before the war, the period 
at which it is said we had too little circulation for the buainess of the 
coiiiitiy. 

The baak note circulation of Great Britain consists of the notes of . 
the Bank of England, and of such private and joint stock banks in the 
Fnited Kingdom, out of London, as still retain the privilege of issne. 
No London bank has that privilege. T"or the four weeks ending Aiigast 
15, 1868, (the latest return,) the note elreulation of the United Kingdom 
amounted to $196,170,620, which, with a population of 30,000,000, gives 
$6 54 a head. 

In France the only circulation of bank notes is that of the Bank of 
France, ■^hioh has a monopoly of issue. On the first day of October, 
instant, (the latest date,) the circulation of the Bank of France was 
$251,782,750, or, witbi a poptdation of 38,000,000, $6 63 a head. 

The circulation of the banks of the United States on the first day of Jan- 
uary, 1860, was $207,000,000, which, with a free population of 27,500,000, 
gave $7 52 a head. Thus it wUl be perceived, that in 1860 the pt^er 
money of the United States was 15 per centum, per capita, greater than 
that of England at the present time, and 43 per centum greater than that 
of France. 

But it will be urged that the bank note currency of England and 
France forms much the smaller part of the whole circulation, and tliis is 
tiTje. The smallest denomination of notes in England is of five pounds, 
or $35 ; in Scotland of one poimd, or $5 ; and in France of fifty franca, 
or $10. The petty retail business of both countries mnst, therefore, be 
chiefly carried on by gold and silver cola. Very exaggerated notions, 
however, prevail in this country, and even In Europe, as to the amount 
of coin actually in circulation. It is necessarily a matter of estimate, as 
to which the judgments of competent persons will differ widely. All 
that I can do, therefore, is to present the estimates of those who seem 
to m,e to be the moat trustworthy authorities. 

TOTAL CIRCULATION OF GBEAT BRITAIN. 

Mr. Goschen, a banker of distinction, and a member of the last liberal 
ministry, in a recent article in the Edinburgh Eeview, (January, 1868, 
"Two per Cent,") states that the estimates of sovereigns cireulating in 
Great Britain vary fix)m 60,000,000 to 100^000,000 sterling ($300,000,000 
to $500,000,000.) Dr. liees, in his ingemous essay on the "Drain of 
Silver to the East, and the Currency of India," (London, 1863,) estimated 
the com in circulation at £80,000,000 or $400,000,000; and he says "it 
has been estimated by various authorities at 70,000,000, 75,000,000, and 
even 90,000,000 sterling." 

Michel Chevalier, who is hardly behind any Englishman in an accu- 
rate knowledge of English statistics, estimaticd it in 1853 at not more 
than 60,000,000 sterling, or $300,000,000, and that inclusive of the large 
mass of bullion then exceptionally held in the vaults of the Bank of 
England. (DioUonnmre de VEconomie FoUtigtie, article "Monnaie.") 

Boswag, the latest and most learned writer on the precious metals, 
who gives much space to the consideration of the existliig metallic cir- 
culation of Europe, ("i«s m6iawi> pr4iAev£E conaiMris au point de ■mw 6(ion- 
mnique," Paris, 1865,) estimates the gold and silver coin of Great Britain 
in 1856 at 1,665,000,000 of francs, or $335,000,000.* 

•In his BpeecUio tUe House of CouiminiB, February 11, 1826, the Chancellor of llio Ei- 
ehequer fopresented the tfital circulation of notes and coin at £46,000,000, and two years 
later, August 1838, the same officer repreBented it at £48,000,000, 



by Google 



SPECI^U. COMMISSIONER OF THE REVENUE. 93 

As the average of these learned but conflicting authorities I thiiili I 
am justified in assuming the estimate of Dr. Lees ; and I shtdl accord- 
ingly put {iie metailic circulation of Great Britain at 80,000,000 sterling, 
or $400,000,000. ' The total circulation of the United Kingdom, coin and 
paper, wiU tlien stand as follows : 

Gold and silver $400, 000, 000 

Less in hanks, August, 1868 131,000,000 

$269,000,000 

Bank notea, August, 1868 196, 000, 000 

Total circulation $465,000,000 



This, with 30,000,000 of people, gives $15 50 a head. If I were to 
assume the highest estimate of the metallic circulation which I have seen 
anywhere given, namely, 100,000,000 sterling or $500,000,000, tlie amoant 
per head would be $18 S3. [See note at conclusion.] 

TOTAL CIBCULATIOH OP FRANCE. 

In France, as I Ijave stated, the present bank note circulation is a lit- 
tle less than $252,000,000. This amount is large beyond any former 
precedent. During the whole of 1864 it averaged only $152,000,000, or 
$100,000,000 less than at the present time. Mr. Gosehen has aasi^ed 
the true reason for th-ie increase. " Many symptoms," he says, " indicate 
that the greater part of the increase is due to the substitution of notes 
for gold." The gold has, in point of fact, been withdrawn fix>m circula- 
tion with much greater rapidity than the note circulation has increased. 
In 1864 the average amount of cash and bullion in the Bant of Prance 
was only $50,000,000. It is now (October 1, 1868,) $354,764,350, or 
$3,000,000 greater than the whole amount of bank notes outstanding. 
These figures indicate a considerable decline of the circulation in tlie 
handsof the public since 1864; the coin withdrawn to the bank hav- 
ing exceeded $200,000,000, while the note circulation has increased only 
$100,000,000.* 

With regard to the metallic circulation of France, the widest diversity 
of opinion exists among the axitborities. The statistics of coinage aix) 
admitted, on all bands, to be no guide to a correct estimate, since it is 
impossible to tell how mnch has been recoiued, carried to other coun- 
tries, and used in the arts. 

lioswag examines the subject with great detail and thoroughness, and 
arrives at the conclusion that the stock of coined money existing in 
France in 1865 did not exceed 3,000,000,000 francs, or $600,000^0. He 
quotes M. H. Bordet, ("J^or et Pargeni en 1864,''_J and M. Villiaumt^, 
("' Nouvcau Traite ^lEconomie Folitiqvs, 3d edition,) as having each anived 
at the same estimate in 1864. Michel Chevalier, in his article on money, 
in the "JHethnaire de VHcenomie Folitique^ already quoted, estimated 
the metallic circulation of France at 2,500,000,000 francs or $500,000,000. 
This estimate was probably made in 1853, as the first edition of the book 
was published in that year, but the text stands unaltei'ed in the edition 
of 1864. 

M. Moreau de Jonnfes, in a communication to the French academy in 

* Such a decline is also rendered probable by the depressed eoadition of industry in France, 
which has driven the floating^ capital from all parta of the empire to Paris, and occflsionB the 
present seeiniue abuadaace of capital and low rate of interest. (See the first-number of tlie 
new tiuoiQcial journal, "Echo dt la Bourae," November 1, 186S.) 
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1855. (Journal des ^eonoviistes, 'November, 1855,) estimated it at 
4,000,000,000 ftancs, at the outside. 

M. Eoswag estimates the amount in 1856 to have teen from 4,000,000,000 
to 5,000,000,000 francs ; but he says there is no doubt that it considera- 
bly declined between 1856 and 1865, and he expresses a doubt whether 
in 1864 it really equalled 3,000,000,000 francs. The reasons which he 
gives for the decline are the large investments of French capita,! in 
foreign undertaldngs, such as public loans and railways ; expenditures 
. in Algeria and other colonies ; the construction of the Suez canal : the 
purchase of foreign products, such as breadetuffs and cotton, ana the 
cost of military expeditions, like those to Syria and Mexico, 

M. Hippolyte Passy, formerly finance miaister under Louis PhUlipe, 
in his testimony before the banking commission in 1865, expressed the 
opinion tliat the ancient hoards of France were being constantly con- 
verted into productive property, and this would, of course, reduce the 
DletdSIic circulation ; " although," he says, "the practice of hoarding still 
prevails to too great an extent in France; the drain made at many points 
on the old savings has reduced the volume of available resources; and 
in view of the increasing number of new undertakings, it seems to me 
that the annual savings of the nation are not now sufficient to meet the 
wants which they have hitherto been able to satisfy." 

I might easUy multiply authorities, for the French are prolific writers on 
this class of subjects ; but it seems to me that the conclusions of Eoswag, 
whose work is not omy very recent, having appeared in the autumn of 
1865, but also far the most leawied which has ever been given to the 
press on the subject of the precious metals, may fairly be accepted as 
true at the date at which they were made. Since 1864, however, (1865- 
'66^'67,) the imports of the precious metals into France have exceeded 
the exports by $266,000,000. How much of this gold and silver mer- 
chandise was in the form of coin, or hsis passed through the mint since 
its receipt, I have no means of judging. Eoswag, however, cautions us 
against accepting the figures of the custom-house too implicitly, since 
they are known to give the imports more accurately than the exports, 
and in estimating the influence on the circulation of previous imports 
he makes very great abatement from the amountj which they seem to 
have added. I think the allowance will be sufficiently liberal if I add 
$100,000,000 to the $600,000,000 estimated by him as the stock of metal- 
lic money in France in 1864. The total circulation of France will then 
stand as follows : 

Gold and silver $700, 000, 000 

Less in bank October 1, 1868 253, 000, 000 

$445, 000, 000 

Bank notes October 1, 1868 252,000,000 

Total circulation $697, 000, 000 



Which, ^Tith a population of 38,000,000, gives $18 34 a head. 
CmCULATION OF THE -UHITBD STATES m 1860. 

With regard to the amount of gold and silver coin in the United States 
before the war, the popular estimates are wider apart than even in 
Europe. They vary from $150,000,000 to $700,000,000. 

Mr. Washburn, of Indiana, in the speech from which I have quoted, 
states the total coin in the countiy in 1861 at $385,000,000. Mr. 
Gaifield, of Ohio, in his speech upon the currency, delivered at 
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about the same time, puts the amount at $200,000,000. From tlie 
kaown habits of our people in the use of money, and their prefereitee 
for bank notes over coin, I incline to the latter estijnate, though it would 
be mote easy to meet the arguments of expansionists as to the inade- 
quacy of our former circulation, if I were to assume a high figure rather 
than a low one, as it wonld increase the per capita of the country. I 
shall, therefore, assume the metallic circulation of the United States in 
1860 to have been $200,000,000. The total circulating medium of the 
tTnited States will tJien have stood as fi " 



Gold and silver $200, 000, 000 

Xvess in banks and treasury 01,000,000 

1109,000,000 

Bank notes 207, 000, 000 

Total circulation $316, 000, 000 

Which, te the free population of twenty-seven and one-half millions, 
gave $11 49 a head. 

Thus it appears that the total circulatiBg medium of Great Britain is 
now $15 50 ahead, and that of France $18 34 a head; whde that of the 
United States was in 1860, on a specie basis, $11 49 a head, being 74 per 
cent, of that of Great Britain and 63 per cent, of that of France. The 
popular estimate, therefore, which gives to Great Britain a circulation 
of $25 a head, and to France $30, is very wide of the truth. 

POPULATION NOT THE MEASURE OF CIRCULATION. 

It is, however, not more erroneous than the superstructure of argument 
which is bmlt on this array of iigures. The question is entirely miscon- 
ceived when the wantsoftwocountries, in respect of acircjdating medium, 
iire compared on the basis of population. These wants are not deter- 
mined by population, for if they were, the savage tribes would come in 
for an important share of the cii'culation of the world. Population is an 
element to be considered, butthe question mainly dei^ends on the amount 
of a nation's wealth, the kind of propei-ty which comiwses it, and the 
magnitude of its trade. Eoswag says : 

The circulation varies in different conntriea with the importaoce of their affuirs and of 
their commerce, as well sb with tlic activity of their dealings; thesamepiecesof money per- 
forming a gireu number of exchanges in' a longer or shorter time, according as the uution is 

'" " " — ■" ''is respect England and Hie United States, for example, exhibit, a 

— .., .... .1 — .!._. .m '^■i varies, ako, according lo the 

The jjeopie of the United States are essentially a saving people; wit- 
ness the constant growtli of property in the hands of the laboring classes, 
and especially the vast accumulations in the savings baid;B — but they 
are not a hoarding people, for reasons of which I shall spealc heneafter. 
The people of France are, on the contrary, addicted to both sav.ing and 
hoarding. Chevalier says "tliere is in FranceaninveteratcloveofmotaUie 
riches," and ViUiaum^ says "it is estimated that ncai-ly a quarter part 
of the precious metals of France is concealed in the hoards of misei'S." 
With respect to sacli hoards Boisgitilbert iriscly wrote, two ccntiu-ies 
ago, that "money at tlie bottom of a miser's chest is of no.more utility, 
than so much stone." 

But tlie French people are beginning to learn the reproductive power 
of capital, and tbe importance of interest. Savings banlis have had. a 
contnmal though not very rapid gi'owth amongthem. Atthebeginnitig 
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of 1364, t3ie 467 savings banks in I^ance belt! deposits to an amount 
less than $96,000,000, against about §60,000,000 in Massacliusetts and 
8100,000,000 in Hew York. The habit of hoarding in Prance, as well as 
the better Imowledge of investment to which" it is giving place, are well 
iUnsti-ated by the subscriptions to the public loans. The smallest sums 
ai-e received, and the court-yards of the ministry of finance in Paris are 
thronged with applicants in every raulc of Ufe, fi^m the richest to the 
poorest — ^the latter bearing with them theu: petty savings. 

Last summer a loan of rmte representing a capital of $90,000,000 was 
opened for subscriptions, Tlie amount subscribed was for a capital of 
$3,000,000,000, or thbrty-four times the sum desired. ■ It is to this growth 
of intelligence in the matter of investing money, as well as to the opera- 
tion of tiie special caases which I have already stated, that Roswag 
attributes the decline in the metallic circulation of France. Tlie recent 
ostraordinaiy exchange of notes for coin by the Bank of France, indi- 
cat-es that the tenacity vdtii which the French people have heretofore 
held on to a metaUic circulation, is fast giving way. 

GREAT BEITAIK AND THE UNITED STA1"ES COMPAKED. 

Let me now state some of the other elements which enter into a com- 
parison of currencies. I will first compare the situation of the United 
States with that of Great Britain. The wealth of tlie United States, 
accordmg to the (fensns of 1860, amounted to $16,000,000,000; the wealth 
of Great Britain was estimated, in 1S58, at $30,000,000,000, exclusive of 
property in the public funds. Allowing it to have increased since 1860 in 
the same ratio as betbre, it cannot now be less than $40,000,000,000, while 
the wealth of the United States, after five years of exhaustive war, which 
destroyed property of the value of not less than $5,000,000,000, deprived 
the country of the productive industry of 1,000,000 men, and manumitted 
slaves estima'ted ui the last census at nearly $^,000,000,000, cannot now, 
by the most hbei'al estimate, be put at a higher figure than §20,000,000,000. 
If, therefore, the circulating medium wore to be in proporiiion to 
wealth. Great Britain ^ould have twice as much as the United Stat^. 
But there is a wide difference, also, in the kinds of property which con- 
stitute the wealth of the two countries. Owing to its limited territory 
and the nature of its land tenure, the proportion of real to personal 
property in Gi-eat Brit-ain is materially less than in this country. By the 
census of 1860 real stood to personal property, in Hie United States, in 
the relation of seven to five. Porter, in his "Progress of the Kation," 
estimated that iu 1845 the property of Groiit Britain was about equally 
dirided between real and poi-sonal. Since that date, the great commer- 
cial reforms have been adopted by which the country has not only been 
vastly enriched, but the prepouderaueo of iiersonal over i"eal property in 
the national valuation has been fully established. Moreover, the real 
jii'opei'ty of Great Britain is verj- difliereut from that of the United 
States. While ours consists very largely of fanning lauds, of which five- 
eighths are returned as unimiiTOVcd, theirs is, to a much greater extent, 
mjido up of manufactories, warehouses, docks and other productive 
jiroperty. 

I'his difference in the nature of the property which constitutes the 
nation's wealth makes the greatest diffei'encc in the quantity of circu- 
lation necessary to do its wisiness. It is not the ownership, but the 
cxclianging of property which demands the use of money, A million- 
aii-e whe is out of business, and has his property pennanently invested, 
handles less currency than a ttiriving retail trader with a capital of 
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$10,000. Great Britain is eminently a trading country j she buys and 
sells not only for herself but for all the world. The United States, on 
the contrary, is not so much a trading as a producing and consuming 
fiountry. Nearly the whole of our annual product is consumed at home, 
and a considerable part of it in the neighborhood where it is produced. 
England is the broker through whom other nations, to a very great, 
extentr, carry on their mutual dealings. Nearly all the foreign trade of 
the United States is done through limdon. We deal, in this way, with 
China, India and Austr^ia, with Africa and South America, and to a 
considerable extent also with the continent of Europe. The United States 
government keeps but one bankers' account ia Bm-ope for its transatlantic 
disbursements J for its naval, diplomatic, consular and other expend!- 
fciires ; and that account is kept in London. The South American coun- 
tries do the same. Wherever the traveller goes the tradingworld over, 
he finds that English merchante have gone before him, and English miu- 
isters or consuls are not slow to foUow them, England is jealous of the 
trade which supports her national life, and she gives to the trading spirit 
of her sons the amplest national protection. The late exasperating and 
costly war with Abyssinia grew out of her insatiable desire to control 
Ihe trade of aU nations; even of the sava^ tribes which stand outside 
Lbe pale of civihzation. It results from this, that a bill on London is the 
highest type of mercantile exchange. It will pay debts everywhere, and 
in many counti-iea it is the oiJy iustiTuneut of exchange known to com- 
merce. 

Acting thus as the imiversal broker; taking commissions from all the 
world, London requires to make an infinity of exchanges, and these 
exchanges, in the last result, demand the use of money. Nowhere else, 
it is true, is so little money used to do so vast a business; but after all 
econoraieal substitutes have been exhausted, mouey alone is the final 
liquidator. s 

The exports and importe of Great Britain indicate more strikingly 
even than her wealth the magnitude of transactions in that countty, 
involving the use of a circulating medium. In 1867 the exports were 
£181,000,000 sterling, and the imports about £210,000,000; a total of 
£391,000,000, or $1,955,000,000 in gold. The director of the statistical 
bureau of the Treasury Department states the exports of the United 
States for the last fiscal year, on a specie valuation, at $353,000,000, 
including specie, and the imports at $350,000,000, making a total of 
$7ft?,000,O00, or only 36 per cent of those of Great Britain. 

It may, perhaps, be said that these figures are irrelevant; that foreign 
commerce does not involve the use of circulation; and that the question 
relates to domestic trade only. But this is not traa All trade, foreign 
and domestic, settles its balances in money, and fdeign trade requires 
for that purpose the best sort of money, namely, gold and sUver. In all 
trade the process of set-off is carried as iar as it can be, from an uistinct 
of economy, which is stronger than any economic law; but, in the last 
result, gold is the only thing which pays, for it lies behind even paper 
money, and gives it all the efficiency which it possesses as a circulating 
medium. Foreign trade is, moreover, a pretty sure index of domestic 
trade, of which no corresponding record is kept. It would be impossible 
to work up a great foreign commerce without an extent and variety of 
domestic exchanges proportionate to it. This is especially so when the 
export-s consist of manitfactured rather than raw products, as is the case 
in Great Britain. 

The greatest absorbent of money is wages, because wages are paid in 
small sums, at short intervals, to many persons, and none of the instrn- 
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meiits of credit are svdtable for such payments. Now England, above 
jiU countries, certainly far more than onreelves, is a payer of wages. 
The nature of her industries, the tenure of land, and the social con- 
dition of the people, all conduce to this result. Levi, in his late essay on 
the "Wages and Earnings ofthe Working Classes," (London, 1S67,) esti- 
mates the utunber of actual workers at 11,000,000 out of a population of 
30,000,000, and if the families dei>endent on them are added, at not less 
than 22,000,000, He states also that, as a general rule, wages are paid 
weelvly, antl in cash. 

Let me now sum up the facts wtich I have presented by way of com- 
paring the condition and wants of Great Britain and the United States 
in respect of a circulating medium. The United States in 1S60 (before 
specie payments were suspended) had a circulation of coin and paper 
of $11 49 a head; the wealth of the country was then estimated a,t 
$16,000,000,000, including slaves now emancipated, and it cannot now 
exceed $20,000,000,000 ; and the volume of foreign commerce amounts, at 
the present time, t» $700,000,000 a year in gold. Great Britain hf^ a 
present circulation of coin and pajier of $15 50 a head ; her wealth is not 
less than $40,000,000,000. and ttie volume of her foreign commerce is 
$1,950,000,000 a year. If her drcnlation were based upon wealth, in 
order to equal ours in 1860, it should amount to $23 50 a head ; or, if 
based upon foreign trade, $32 50 a head. That that country was able to 
get along with so much less than ourselves in proportion to business, 
proves tSat it has learned to Can-y the process of setroff further than we 
have, her small territory enabling her to do so with greater ease; but, 
alter making due allowance for the smallness of her ton-itory, and the nse 
of all economical substitutes, I think I shall be able to show, before I 
conclude, that prior to the war, the people of the United States had a 
larger circulating medium in proportion to their need of it, than the peo- 
ple of England, and that if we have stood at any disadvantage in our 
mutual dealings it has been from the over-abundance of our circulation 
and its ]xtor quality, rather than from U'e inadequacy of it. 



It is not so easy to institute a comparison with Prance as with Great 
Britain. The two countries are very unlike, and there are considera- 
tions, political, social, and commercial, which' conspire to influence the 
question of the monetary circulation on one side of the channel, which 
have little or no force on the other, I have shown that the circulation 
of ITrance is probably about $18 34 a head, and the fact that it is so much 
gieater than ours, ia seized upon by the advocates of an increase of the 
circulation to prove that ours has hitherto been inadequate. But in pre- 
senting this argument, the bearing of national circumstances on the ques- , 
tion has been wholly misconceived. It is popularly said, if a slow, seden- 
tary people like the Ereneh I'equlre so large a circulation, how much 
more must be needed by a resttess, energetic, moving population like 
our own. But this statement betrays ignorance of the laws which gov- 
ern the circulation. The active, energetic nations need less, and the 
slow and sedentiay nations more of a circulating medium to do the same 
business. It is precisely because the Fi'ench people are so wanting in 
activity in social exchanges, that they absorb such an enormous and 
wasteful currency. They are behind the Anglo-Saxon races in commer- 
cial usages, and especially slow to adopt those substitutes for money by 
the use of which England and the United States have simplified and 
cheapened their business. This fact is both admitted and deplored by 
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the Ijest Prencli ■writers. M. Horn, in his article on money in t!ie " J>i<;- 
iumnaire tie PoUtigue," lays gi"eat stress upon tlio wastmilness of the 
French people in employing so lai'ge a mass of the precious metals to do 
a business which, in other countries, is as well done with a far less sum. 

"All competent persons agi'ce," he says, "in pronouncing the vast 
quantity of the precious metals absorbed by the circulatioUj as anything 
but an advantage to the country." Tliis wasteful absorption exists iu 
France " because the country has not yet learned to use that perfected 
mechanism of the exchanges,^ (checks, the clearing house, &Cj) which in 
England serves to keep the circulation down to a certain limit.'' I might 
quote Chevalier and many other eminent writers to the same point. All of 
them recognize the principle that the circulation is so much unproductive 
wealth, and that theamount of money whichanation employe, should he 
limited to what is absolutely necessary to make its exchanges without 
friction ; and that to employ more than this is to keep idle a portion of the 
public wealth, which ought to be productive. 

The political state of Prance has always led to hoarding. In a country 
where a revolution may at any time overtui'n the government, and put 
aH visible property in jeopardy, there is a strong motive to put it out of 
sight and beyond the reach of contingencies.* The political disquietude 
of Europe has been one of ttie principal inducements to invest in United 
States bonds ; there might be risk in it, but it was a different risk from 
ttiat to which home property was exposed. This motive has operated 
largely in France to induce capitalists to invest their money in foreign 
enterprises and foreign loans, precisely as it has driven humbler people 
to hide away their saving in unproductive gold. How this national 
proclivity is giving way to more enlightened views in respect to the 
investment of capital, I have shown elsewhere ; but it still operates to 
teep the circulating medium of the country immoderately large. 

There is no such tendency as this in the United States. The people 
themselves govern the country, not by a figure of speech, but actually; 
their policy is peace, and they have shown in tlie most si§Tuflcant man- 
ner that a revolution is impossible, so that even rebellion is not likely to 
raise its defiant head ag'ain in the lifetime of this generation. Tlie people 
of this country earn money and save it; and tliey know how to invest it 
so as not to lose iuterest. Eeal estate, the public funds, loans on mort- 
gages, corporate shares, deposits in savings banks absorb the savings of 
Sie people, and prevent them from being locked up in money. They do 
not perhaps reason about it, but they instinctively know that money in 
the pocket-book is idle capital, and in a coiuitry where all must work for 
a living, we do not encourage idleness even in money. 

The IVench are a sedentary people; living and dying where they were 
bom ; warmly attached to their countiy , incurious about strangers, rai'ely 
emigrating, seldom even travelling at home, and slow to adopt foreign 
fashions ia business. There are very few banks in France. The Bank 
of France has a monopoly of issue, and this privilege gives it such an 
advantage, that there are few rivals to contest the field with either the 
parbnt institution or its branches. These are required to be established 
in every depai'tment of the empire, but though there are 89 departments, 
there are as yet but 56 branches ; and yet the law has stood for tn'enty 

* M. Rouber, thepreeent prime minister of Fiance, in tlie discossionsof the impciiai bank- 
ing commiBsioQ, of wbicb be was the president, allading io the national babit among busi- 
ness men of lochiug up nione; in their prWate tills, EuggesteiJ whetbev it waa not a habit 
"which grew out of political reeollecliona, and of apprebpneiona not yet completely quieted ; 
or to a state of manners which only time, anil a long time, could cause to disappear." H. 
Hippoljte Pussy, in the Bame iiives^gation, attribates the slow growth of bjnks cliieSy to 
political causes. 
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years upon the statute-book. Compare the operations of tbeso 56 bants 
with those of tJie 1,073 now organized under the national banting law 
of the United States. Every one of these bants economizes the use of 
money in many ways. Practically spealdng, every man of business in 
the United States, living in the neighborhood of a bank, teeps a bant 
account. He lias his checks and his check-book for domestic payments, 
an (I if he wishes to malte remittances to a distance, he gets drafts drawn 
by his bant on some convenient city correspondent—usually without any 
charge. He has no occasion, therefore, to use money except for the small- 
est payments. Large payments either in bank notes or coin have ahnost 
ceased in Ajuerica. Now the case of the Frenchman is entirely different. 
He still keeps Ms strongbox andhis till ; and whenhe mates aconsiderable 
payment, it is usually in packages of bant notes or in rouleaux of coin. 
He must therefore keep a good deal of money by him, and the aggregate 
of these individual reserves makes the heaviest item in the circulation. 
Even in great' cities, the habit of depositing in bant is by no means 
general. The mass of Paris ehopteepers, tradesmen and small manufac- 
turei's know nothing of bank accounts or checks. One of the questions 
most earnestly debated in the late monetary discussions in France has 
been, whether checks and the dearing-honse system shonld be introduced 
into Paris. I liave before me an elaborate pamphlet, published in 1864, 
showing the nature and value of these Institutions, (" Lea Ch^ues et le 
Clearing Bouse, par M. P. J. GoulletP Paris, 1864.) Very little progress, 
however, has yet been made in transplanting these peculiarly Anglo- 
Saxon growths into the soil of France. 

The Bant of France, on the first day of October, 1868, held private 
deposits to the amoimt of $76,000,000 ; but these deposits only represent 
the reserves of tite great private barters, precisely as the $95,000,000 
held by the Bant of England, at the same date, represent the reserves of 
Loudon banters. None but the richest banters and merchants keep 
accoimts with either of these national institutions. In England the joint 
joint stoct banks and the private bants and discount houses do the 
business of the trading community. The magnitude of the deposits 
belonging to this class in London, may be judged by the figures of the 
London and Westminster bank, which alone holds more than a hun- 
dred millions of dollars of private deposits, or more than half as much 
as all the corporate bants of the city of New Yort put together. There 
are important bants of discount and deposit in Paris, such as the Comp- 
toir d'Escompte, the Credit Indnstriel, the Credit Agiicole, the Credit 
Foncier, and the Soci^tfi G6n6rale; hut their 'operations are insignificant 
when compared with those of the bants of London. Several, periiaps 
all of them, are restrained by their charters from receiving deposits greater 
than once and a half theireapital.* The London and Westminster holds 
twenty times its capital. Paris is, nevertheless, in the matter of banking 
economies, far in advance of the provinces, Tlie 56 branches of the 
Bant of France held on the 1st of October only $10,000,000 of private 
deposits. Add to this the deposits of the parent bant, $65,000,000, .and 
the total amount is $75,000,000. The bants of the United States, at the 
same date, held $602,000,000, of which $195,000,000 was in the city of New 
Yort. Thus it appears that France, with a population one-third greater 
than the United States, holdsbantdepositSjorily one-eighth as large, and 
yet deposits joe only one of several important auxiliaries to the circulation. 
Bills of exchange, promissory notes, and boot accounts are other auxilia- 

M. Wolon-aki, in nu article in the " JonruHl des Ecosomistes " for Outolier, 1S68, says 
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tliat ilie aggreei'ti; dnioEits iu these institutions in Patis considembly exceed those of tlio 
" LltoCFranct.. 
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ries of the same character ; whatever, in short, reduces the number and 
amount of payments, or effects them -without the intervention of money, 
may he so reckoned. Now, of all these auxiliaries, France possesses less 
than we do. The obstacles thrown in the way of discounting mercantile 
paper may be cited to establish this position. Neither the Bank of Prance 
nor its branches can discount any paper unless it is guarauteed by at least 
three signatures, or by two signatures with collaterEil security of a defined 
and limited character. In the United States, on the contrary, more than 
two signatures are rarely required, andagreat deal of paperis discounted 
H]X)n a single name. 

From all these circumsfeince9itresalts,that the condition of tte French 
people is so unlike our own. that their example cannot justly be invoked 
in febvor of an expansion oi the currency. Yet the cii'cumstances indi- 
cated are whoUy unlike those which in England justify the use of a larger 
circulation, per capita, ttiart that of the United States. lu England, it is 
the vast proportions and varied character of her ta-ade, and tiie magni- 
tude of her movable property, which gives employment to aJarge circu- 
lating medium, after aU economical expedients have been exhausted, 
In France, it is the slow movement of all the exchanges, the indisposition 
of the people to adopt new methods of doing business, the restrictive 
character of banking legislation, and the insecurity io property resulting 
irom political disquietude and changes of dynasty, which have conspired 
to put an undue portion of the national wealth into the unproductive 
form of money; which have, in short, converted it from a means into an 
end — from an instrument into an investment. There is no uitelligent 
Frenchman who does not deplore this result, or who doubts that it has 
sensibly impeded the accumulation of wealth. 

Although the excess of the French circulation over our own is mainly 
to be accounted for by the considerations which I have tlnis preseaited, 
it is no doubt partly due to the greater wealth and commerce of that 
country, I have not the means of showing, even conjecturally, the aggre- 
gate wealth of Fi'ance, but the wonderful development of the empire, 
its great works of internal improvement, the varied and extensive oiie- 
rations of the Bourse, and the amount or French tnonoy which has gone 
into foreign investments, prove conclusively that the country is far richer 
in realized wealth than the United States. The magnitude even of its 
foreign trade proves the same thing, and yet we have not been accus- 
tomed to regard France as a commercial country. The exports and 
imports of 1867 amounted to $1,446,000,000, while onxs were only 
$708,000,000. Thus the trade of fiiat country woidd justi^ a circu- 
lation twice as large as ours, if it were as far advanced as we are in the 
use of substitutes for money, while the circulation is really only 50 per 
cent, greater without these substitutes. 



I have thus endeavored to show, by a comparison of curi'encies, and of 
national condition, that the complaint now so frequently made, that the 
circulating medium of the United State-s has in the past been iusufftcient 
tfl do the business of this country on equal t»?ms with Great Britain and 
France, our most important rivals, is not well fouudetl. But there is 
other and more conclusive evidence to be found at home. That evidence ia, 
that imdera system of bank-note issues, essentially free and unrestricted, 
the circulation of the cotmtry coidd not be canied above certain limits. 
The issue being unrestrained, except by the necessity of redeeming the 
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bills in coin, tlie ainotint floated was governed bj'the laws of trade. The 
highest circulatioa which thu banks ever attained while they continued 
specie payments, wa-s $215,000,000, in 1857 ; bnt that figure was only 
arrived at by an excessive expansion of credits, which culminated in the 
crisis of that year. For several years prior to 1857, the bants had pushed 
their disconntiS to a dangerous point, for the sake of securing circulation. 
Loans were made In bank bills to distant customers, e8i>eciaUy at the 
west ; to railroad and other corporations, to contractors, and to hanks, 
with a distinct agreement that the bills should be kept in circulation till 
the paper matured. The bUls were marked, and as fast as they returned 
to the hank, they were sent back to the borrowers at their expense. In 
other cases the agreement was that the bSls should be locked up in the 
safe of a borrowing bank, to constitute the reserve of eastern exchange, 
which was required to be kept by thelaws of some of the western States. 
So extensive had these practices become, that Massachusetts passed a 
law to restrain them, and it now stands upon the statute-book in these 
words : 

A Lank which loans or isBHes anj of its noles or tiills, wiih an ajirpement or understanding 
that such Dotea or bills shall not he put into imoiediate tmreslricled circulation, or that Ihey 
Ehall not be returned to the bank within a limited time, shall forfeit a sum not exceeding 
one-half nor less than oae-fourlh part of the amount ao loan*d or issued. (General Laws oi 
Massachusetts. EEevision of 1359! ) 

l^obody now questions the irregularity and dangerous character of 
such loans. Tliiey wei'e made for tlie sole piu^se of stimulating the cir- 
culation, and in a spirit of resistance to those natural laws which govern 
its ebb and flow when left to itself. Although the crisis of 1857 cannot 
fairly be said to have been caused by this action of the banks, since, like 
all crises, it is retferablc to causes quite independent of any bank manage- 
ment, it was no doubt aggi'avated by it. A crisis is generally owing to 
the undue locking up of capital in enterprises which give no present 
return, thus gradually cuttiug oft' the supply necessary to regular busi- 
ness. Bank capital in fliis country is tlie principal aliment of trade, and 
if banks lend it in such a manner that it becomes locked up in fixed and 
unprothictive property-, they do much to promote commercial disturbances- 
After a while, these loans accumulate to such a degree as first to cramp, 
and finally to stop all legitimate business. The history of the last crisis 
in England is full of illusti'atious of this kind of banking; and so it was 
in America in 1857. 

I claim, therefore, that the 1215,000,000 of bank circulation in 1857 
was in excess of the legitimate wants of the country at that time, tmd 
yetitivasfar less titan the banJcs luid authority to issue. In Massachu- 
setts, which in this respect fjwrly represents the New England States, 
banks were allowed to circulate bills up to the amoimt of their capital, 
hut the circulation never came near to that limit. In July, 1857, \vlth a 
capital of $60,000,000, they maintained a circulation of only $24,000,000. 
In New York there was no restriction on the amount of circulation. 
Each bank could issue as many bills as it could secrn'o at the banking 
department. Practically, thei'cfore, it depended on the means of the 
banks to pledge securities and the d.emand >of the public for bills, Tet 
in 1S37, with a capital of $90,000,000, the circulation of the New York 
banks was only $34,000,000. 

In the whole United States, the bank capital was $371,000,000, while 
the totid circulation was $215,000,000. The circulation of the country 
was, in short, far ivithin its statute limits, and this can ouly be attributed 
to the absence of a demand for mora The banks had the strongest 
motive to issue all that tlie public would take, and I have shown that 
this motive operated to lead them into a very hazardous business. The 
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conditions on wliicli they were allowed to iesueitwetB always proiiUible, 
■Ear more so than under the present national system. All tliey needed to 
have was the ability to put up the requisite eecnritiee, (when securities 
were required, and in many States they were not required,) to keep the 
necessary reserves of specie, (which were very smallj and to redeem the 
bills when presented. Is there any intelligent financier who would allow 
them to circulate more hUls than they could thus secure, protect, smd 
redeem? K there is, I cannot argue with him, for wt should differ radi- 
cally ae to the principles on which a mixed currency rests. 

■WEALTH rNCEBASES FASTER THAN CIRCULATION. 

It is popularly supposed that tlie circulation of a countiy keeps pace, 
with the growth of its wealth. Thisis a mistake. There is, on the con- 
trary, a steady retardation in the growth of the circulation, as compared 
with the increase of wesdth and business. Tliis is diue to the increase of 
deposits, and other economising substitutes for money, and to theincreased 
rapidity of movement which the circulation itself is constantly acquiring, 
Not merely by deposits, the clearing-house, and other banking agencies, 
hut by the railroad, the express, the telegraph, and cheap postage, has 
the necessary amount of the circulation been reduced. "Wherever society 
is most advanced in wealth and in the instrumentalities of exchange, 
this retardation shows itself most plainly. Thus circulation increases 
less rapidly in England than in the United States, and in the eastern 
States than in the west. The total bank-note circulation of the United 
Kingdom in November, 1844, was $198,352,985. In August, 18G8, it was, 
as I have shown, only $196,000,000, a decline of $2,000,000 in 24 years. 
The highest point which it has totiched in this period did not exceed 
$210,000,000. Yet in that period, the wealth of Great Britain has doubled, 
and the volume of domestic and foreign commerce has more than trebled. 
In the last debate in the House of Commons on the currency, (August, 
1866,) it was asserted by the most experienced bankers, that notwith- 
staiidiug the vast increase of tiiide, it took no more money (not capital) 
to opei'ate it than in 1844.* 

The same law governing the circulation is recognized in France. I 
have cited the opinion of Koawag, tiiat the metallie circulation h^ prob- 
ably declined since 1856. Chevalier says " although it is true tliat as 
society is developed the quantity of money which it uses increases for 
a certain time, it is not less true that there comes a time when the neces- 
sity for increasing the volume of money is no longer felt, and when, on 
the contrary, the industrial machinery becomes so perfected, as to per- 
form the same quantity of transactions with a smaller quantity of money." 

The same tendencv which prevails in the world of mechanics, to get 
greater results out ot' interior forces, extends to every other movement 
of society. 

The slow growth of the circulation in some of the United States, is 
only less remarkable than its stationary position in I'higland. In Mas- 
sachusetts, ftom 1850 to 1860, the hank-note circulation increased only 
22J per cent., while bank capital increased 74 per cent. In the same 
period population increa^d 24 per cent., and property, by the census val- 
uation, 42 per cent. In New York, during the same decade, the increase 
of circulation was only 15 per cent., against an inci'ease in bank capital 
of 101 per cent., of population of 25 per cent., and of property of 71 
percent. 

* lu 1^8, when the ministry repreBenteil the total r 
£48,000,000 or $a40,00n,000, thcesporta and imports wer 
a qniirter of thuir present iimoant. 
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The eircnlation of all the banks of the United States in 1837 was 
$149,000,000; in 1861 it was $202,000,000, an increase of 35 J per cent. Now 
compate thiswitli the growth of wealth and population in the somewhat 
shorter period flx>m 1840 to 1860. In 1840 the population of the United 
States was 17,000,000, in 1860 it was 31,000,000, an increase of 82 per 
cent. The census valuation of property in 1840 was $3,764,000,000; in 
1860 it was $16,159,000,000, an increase of 339 per cent. When the more 
rapid growth of property in the United States is considered, together 
"fiith its-wide territory, and the imperfect macliinery and slower movement 
of the exchanges, this inconsiderable growth of the circulation is even 
more remarkable, than that it should have remained stationary in Great 
Ei-itain. 

DISTINCTION BETWEEN MONET AND CAPITAL. 

It will probably be said, in reply to the foregoing suggestions, that it 
is for the new States, and not for the old ones tliat more currency is 
needed ; that those sections of the country do not enjoy the same fiicili- 
ties for exchange as the eastern and middle States, and therefore require 
more circulation to do their business. But tlie great want of the west, 
as of all new countries, is not arirculation, butcapital; and it is agreat mis- 
take to supjwse that without capital it can have money. And this leads 
me to consider the real nature and office of money, as distinguished 
from capital. It is from a misconception on this point, that moat of the 
prevailing errors respecting the currency have arisen. J define mon^ 
to be a part of tite wealth of me world, escpressed m a coinage of tJie precious 
iitetals, which is mtltdi-awnfrom reprodiu3tivev«ea for tltepwrpose of measur- 
ing and exchanging tlie rest.* 

If it were not for this necessity of constant measuring and exchanging, 
it would obviously be better if all the wealth of the world coidd be devoted 
to reproductive i>urposes. If money was not necessary for measuring and 
exchanging property, less labor would be spent in the mining of gold and 
silver, and more devoted to other services valuable to society. So in the 
social economy, a part of the men and women M'e employed in waiting 
on iilie rest and supplying their material wants, in order that they may 
not he diverted from more profitable occupation, by the necessity of each 
person waiting on himself. If there were no human necessities of the 
workers to be ministered to, the class of workers might be measurably 



It is just so with money in its relation to capital; it is its servant; it 
attends constantly upon it, fetches and cai-ries for it, and sometimes, of 
necessity, stands idle, waiting for the bidding of its master. "When the 
question of service is one of economy, and not of luxury, no more ser- 
vants are employed than are necessary to save the more valuable time 
of the mast«r. Now the use of money, as distinguished from other cap- 
ital, is strictly a question of economy, and in a healthy state of society 
no more real money will ever be employed, than is necessary to give 
vitality and movement to the rest of its wealth. Money is a vehicle 
which performs apart of the social exchanges. It is of one femily with the 
steamboat, the railroad, the express, the telegraph, && post-offica AU 
of these are merely instruments of exchange, and not of production. 
If wealth could be increased by production only, without exchange, all 
these nseflil public servants would fall into the category of expensive 

*M. Wolowski enys of goia and ailvor, that they are "only vehicles for real pmductivo 
capital, of ivhich Itey iuinioWlizB tbo portion coiiBecinted to the office of money, and (3es- 
tin.>,i in ^,.^c ..a ,. ioo™t. i^ nnimoie the rest of the moss." (See Joarnal des EcoBomistes, 
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luxuries. Every excess of them now is a burden to society. Two steam- 
boats nmniiig where one can amply accommodate the travel, two rail- 
roads built side by side competing for the fi-eight which one can cany, 
do not both increase the public wealth, for the support of one of them 
is a tax which the community must pay- 
It is plainly a mistake, therefore, to suppose that a nation's wealth is to 
be measured by its money, that money alone or chiefly enrichts it, or that 
it can ever have money at all except as an incident to capital. France is 
not richer, but poorer, for using eo much more money than other nations 
to do the same business. If a manufactui'er of clothing were to employ 
five -women to do the work of one sewing machine, we should call him 
a bad economist; and preciaely in this sense is France a bad economist, 
for refusing toavailherselfof economies in exchange as manifest, as the 
superiority ©f the sewing machine is to the manual dexterity of the 
"woman. In the order of civilization there must be first property, and 
then money, just as there must be passengers before coaches can be 
employed. It is equally a law of public economy that there should be 
no more money in existence, than is needed to exchange the property and 
services of a people with ample convenience, and yet with the smallest 
friction. 

If the money of this country were wholly of gold and silver, I do 
not suppose any one would be found to controvert these propositions ; 
but unfortunately the money of the United States is almost whoUypaper 
money, and at all times it has consisted much more largely of paper than 
of coin. Because paper money can be increased at will, and almost with- 
out expense, it is supposed that it is not subject to the same laws as real 
money; but tbat certain valuable properties inhere in it, which are 
peculiar to itself. Now, paper money has two independent proper- 
ties: it is an instrument of credit promising topay money, just like any- 
other promissory note, and in this aspect it is a useful agent, especially 
as it is trausferable without endorsement; it is also a representative ot 
real money lying behind it. Its only title to be called monei/ is derived 
from tlie latter property. If money is wealth, then it is so because 
it is the productof labor, for no wealth can beprodaeed without labor; 
and the value of a thing in exchange is measured by the labor that it 
has cost. It needs no argument to show that paper money^ whether 
it be bank-notes issued by coiporations or legal-tender notes issued by 
the government, will not stand the test of this definition, since it coste 
no more to print a note for a thousand dollars than for one doUar. We 
call it money, because it xjromises to pay money instantly on demand, and 
it assumes to be the re])res6utative of an exact sum which is waiting to 
be demanded, to fulfil the promise. But the assumption is groundless; 
there is no such sum of money waiting to redeem it: generally there is 
only a pitiful fraction of it. Paper money is not, tnerefbre, wealth of 
itsdf, nor the representative of money, except so far as money lies 
behind it in the hands of the issuer of the bills, waiting to redeem tliem. 
Beyond this amount it is merely circulating credit. Most civilized 
nations have agreed in using this circulating credit in place of money, 
from the supposed economy of so doing. It is admitted not to possess 
idl the properties of money, but its lack of them has been supposed to be 
less injurious to society than the idleness of an equal amount of capital 
locked up in coin. More and mere doubt, howevei', is, coming to 
be cast upon this tlieory, as is shown by the universal demand 
-which is now made, tltat some propoi'tion of coin shall be held by_ the 
issuers of bank-tiotes to i>rotect their redemption. After the crisis of 
1857, there was, in nearly all the States, a call for legislation in thjit 
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direction. The treasury report upon the ' ' Condition of the banks throngli- 
out the United States," at the beginning of 1868, is fall of evidence that 
t!i e bank currency of that period was -ricions fitini the excess of its credit 
element; there ■was too little gold behind it, and it broke down the 
moment tlie strain npon it became serious. A circulation based upon a 
specie reserre is certainly strong-er and better than one ■without such a 
basis; for the tendency to over issue is limited by the necessity of keep- 
ing the reserve; but there are occasions when such a corrency is an 
engine of tremendous power for evil. Take the present national bank law, 
wMcb requires a certain reserve of specie and legal-t«nder notes in propor- 
tion to deposits and circulation, and prohibits discounting when ever the 
reserve is not maintained. The locking up of a few millions of legal- tenders 
by speculators for a fall of stocks, acts with four-fold intensity upon the 
money mai-ket, where every doUar of the United States notes represents 
a credit currency of four dollars in deposits and notes of the national 
banks. One dollar drawn from the bank reserve i>ractically withdraws 
four dollars from the loan fund of the locality. The banks cannot sud- 
denly retire their notes, and they may not at once lose their deposits, 
so that the loss of their reserve compels them to stop discounting. This 
is what is actually taking place in FewTorfc as I am writing. It would 
be the same in principle, though a lock-up would be less manageable in 
practice, if we were on a specie basis, with a bank reserve of coin instead 
of United States notes. A sudden drain of gold for export, or a specula- 
tive locking-up of it, would act upon the loan market precisely as we 
are now wisnessing. The reason is, that our laws permit a fonr-fold super- 
structure of pretended money to be raised uijon a narrow basis of real 
money, and at the same time give to every man the right to take his 
pay out of the base, by making that alone the legal tender. If too many 
persons attack the base at once, it is not strange that the fabric of credit 
raised upon it topples to the ground. 

But the loeldng up of gold could not bo permanent. It would last only 
long enough to draw gold from other countries, or other sections of our 
own country; while on the other hand a strictly local currency of no 
intrinsic value, like United States notes, is a mere commodity like wheat 
or cotton, which may at any time be monopolized or locked np, and the 
lock-up will continue as long as the holders have the inclination and 
ability to do it. It differs, however, from all other commoditieB, in the 
fact that a speculation in it affects equally all other kinds of property, 
of whicb^n its character of money, it is the measuring and exchanging 
power. While the lock-up lasts it is a contraction of the currency, as 
absolute as if the bills were destroyed and never to be replaced. But it 
has the painfulness of contraction without its ultimate advantage. It 
causes a fall of prices which, as they are unnaturally high, is not a public 
evil, though it may oecasiou private losses. But as the contraction is 
only temjiorary, the fell of prices is temporary also. The bills locked up 
i-emain to menace the market, and to be let out as soon, as the objects ot 
the speculation have been accomplished. Thus ail values are unsettled, 
and no business can be undei-taken safely. 

On the 24th of October the banks of Hew York held $56,000,000 in 
legal-tender notes. On the 31st they held only $51,000,000, a loss of 
$5,000,000. On the 7th of November they held only $47,000,000, a loss 
of $9,000,000 in 14 days. The lock-up is said to have been really much 
gi'Cater than appears by the weekly statements, and to have equalled at 
one time $15,000,000. On the 6th of November United States bonds 
fell 3 to 4 per cent, below the quotations of the previous day, and 
within a week there was a decline in railway shares ranging from 5 to 
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35 per cent., tbe very eoimdeat properties sharing the decline- I make 
no mention of tlie fluctuations in Erie railway stock, for which there were 
special disgraceful causes, desiring only to record the eSecta of currency 
speculations on the general market. 

Witness now the other side of the picture. On the 14th of November 
the bank statement showed a return to the circulation of upward of 
$4,000,000, and On the 21st of $12,000,000 more, making a total increase 
of $16,000,000 in two weeks. Fluctuations Uke these, occurring at the 
time of a close money market', have brought feaiftd losses to innocent 
I)eople, and they have given a rude shock to public confidence. People 
who have refused to see it before begin now to see that speculation 
thrives upon the debased quality of our artificial money, and tkat while 
we continue to use it no remedjr for the abuse is possible, either by legis- 
lation or commercial restrictions. They cry loudly, therefore, for a 
return to specie payments, believing that any temporary suffering &om 
a decline of prices is preferable to the continual danger and anxiety to 
which all business is now subject. 

It may be thought that we should escape the difficulties incident to the 
maintenance of a reserve by letting the government issue all the notes, 
and taking away from the banks the privilege of circulation. But this 
would make no difference; practically tbe government issues all the 
notes now ; the banks are enly the agents for putting them into cu-cnla- 
tion, and the obligations iiBposed on them to redeem and protect them 
by proper reserves would revert to the government if they assumed to 
issue the notes without inter\'ention. Could Mr. Spinner,at Washington, 
or Mr. Van Dj'ck, at New York, redeem the national bank issues, any 
better than the banks themselv^ without keeping an adequate reserve 
to do it with? Ceri:ainly not. The danger of sudden contraction is inci- 
dent to every credit cireutation, redeemable in coin or its supposetl equiv- 
alent, and so long as the redemption fund remains so small as compared 
with the amoimt having a right to be redeemed it will continue to be of 
a very serious character. 

The cost of a metallic currency is easily calculated. Jt cannot exceed 
the avei-age profit on so much capital productively invested. Supjwse 
that this country could now maintain on a specie basis a note cireulation 
—of the government or tlie banks, or both— of $300,000,000, {and 1 do 
not believe it possible to circulate more on such a basis,) what is tlie esti- 
mated saving to the country ? In the first place, the coin reserve on thia 
sum ought not to be less than one-third. There woidd remain, then, 
$200,000,000 at seven per cent. Tlie savin grealized by not putthi g so much 
capital into gold coin would be $14,000,000. Now the estimated wealth 
of this coxuitry is $20,000,000,000; the national i-evenuo is $350,000,000, 
and the annual surplus out of which taxes are paid must considerably 
exceed the revenue. What, then, must be the volume of the -exchanges 
incident to the creation of so much new wealth, and for the scrvnce 
of which the circulation is maintained?. A loss of $14,000,000 to the 
production of the country would be many times repaid in the use of 
a currency by the slightest shade better than any other, so vast is the 
volume of transactions to be affected by it. On the other hand, who will 
attempt to measure the friction and loss entailed upon the country by the 
use of the best substitute for metallic money which we have hi tlierto been 
able to maintain? Howmuch will thepresentlock-np of legal-tender notes 
in New York cost the country f Perhaps you will reply. Nothing; as somoi 
body gains what others lose. But is it any satisfaction to the honest 
travel! ei', who lias been robbed upon the highway, to be told that the coun- 
try is no poorer for the robbery, since the thief has got his money? The 
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highways of business should be safe against highwaymen, and it is the 
duty of government, as far as possible, to make them so. It is in times of 
cjjmmercial panic resulting from reckless speculation that the weakness 
ot'apaper currency becomes most apparent, but it is inherent in it always, 
and the friction wilji -which it works ia a heavy tax on business. 

But if bank notes and United States notes ai'e really money, as they are 
popularly claimed to be, then they must be subject to the laws of money. 
Their power is a delegated and representative power^ and it cannot 
exceed that of their principal — coin. The same laws which i-egiilate the 
supply and demand of real money must, therefore, govern paper money; 
and they will do so, nnlesa artifleially meddled withj and all snch med- 
dluig serves only to destroy the monetaiy character of ]iote8, and to ren- 
der them unfit to perform their assumed office. 

If the people of the west, therefore, wonid have more circulation they 
must be.giu by getting more wealth; and one evidence of that wealth 
wiU be the growOi among them of moneyed institutions; for the trade 
in money comes last among the modes of employing capital, and can 
only spring up in communities which have an excess of capital waiting 
for profltsU)le investment. In new countries theie is no such excess. 
The first settlers of a country are always poor, for there is no motive to 
rich men to undergo the hardships of a pioneer life. In our western 
country the abundance and cheapness of land make the profits on capital 
very large — so much above the rate of interest, that there is no induce- 
ment to put capital into banliing. Precisely for the reason that the old 
countries of Europe can afi'ord to take our public debt at a lower rate ot 
interest than we can, so the eastern States can aflbrd to fimiish loan- 
able capital to the west cheaper than western capitahats can do. If 
the west is left free to furnish its own circulating medium, it wiU keep 
no more capital, in this form, than ia absolutely necessary to its busi- 
ness; and it is precisely the same while the currenf^ is supplied by the 
government, or by eastern banks. In any case it is not furnished gra^ 
tuitously; it has got to be paid for by the section which uses it out of its 
own earnings. It may, of course, be borrowed, like any other capital; 
but in that case other property has to be pledged for security, and the 
result is the same. As it is impossible to determine empirically ■n'hen a 
country is rich enough in floating cajiital to furnish banlis for itself, the 
system of banking should be eventually fi-ee ; but this cannot take place 
so long as the bdls to be issued are not redeemable in specie. With 
proper regulations as to the redemptions and the reserve, the obligation 
to Tedeem in coin will restrain the tendency to excessive issues within 
such limits of safety, as a mixed currency is capable of affording. 

It is preposterous to talk about the currency being the " means of 
the people," if by that is meant, a-s I suppose, the wealth of the poor 
majority in ^contradistinction to the capital of the rich minority. Money 
has precisely the same properties in one man's hands as another'a — gold 
money or paper money ; and inasmuch as it ia always unproductive capi- 
tal, the last person who can aftbrd to hold it is the i>oor man who has 
no margiu. To the rich the loss of interest may not be important; but 
to the poor, all that is earned beyond necessaiy living should seek instant 
and safe investment; and this will always be done in the most civilized 
conunuuities. 

KESUMTTION OF SPECIE PAYMENTS. 

I am not to be understood in what I have written as advocating any 
sudden change from the mixed cun-ency of coin and paper which has 
hitherto foinied our national circulation, to one of coin only. If I am 
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right in believiog that the truest economy would consist in using only 
the precious metals, (with some form of circulating paper, like gold 
notes, for convemeuce of handling and transmission,) tiie time for maMng 
so considerable a change in the habits of the country is not yet come. 
Any such change must be gradual, and it must be mttdewith due regard 
to rooted opinions, as well a-s vested interests. We have a good way yet 
to travel before we get back to specie payments ; and still another stage 
to arrive at the more soHd ground occuiHed by European nations. When 
we have reached that point we can take coimsel together, and see if the 
time has not come for trading at home as we always ti'ade with other 
natioQB, on the liasis of real money. 

To get back to specie payments is the first object, and I know no other 
way of doing it tlmn by the way once attempted and afterwards sus- 
pended, namely, by the painful process of contraction. It is useless to talk 
of growing up to ite dimensions of the present circulation. Taking bank 
notes, legal-tenders and fractional currency together, the outstanding 
amonut in the hands of the people is in the neighborhood of $585,000,000. 
In the face of all past experience of this and other countries, what pos- 
sible justiflcation can there be for such an increase of paper money over 
the figures of 1860 3 If left to the operation of natural laws, would the circu- 
lation have attained any such Umits? Mostcertainlyitwouldnot; andthe 
moment the touchstone of specie redemptions is apphed to it, the volume 
of paper money will shrink to its natural proportions. To wait till we 
need so much circulating money would be to wait ibr year's — an indefi- 
nit« period; on the other hand, to force a resumption of specie payments 
with so much paper afloq,t, would cause such a sudden fall of prices as 
would inevitably lead to a crisis, and involve the ruin of many innocent 
persoi^. The only method left is to eontrEict the circulation preparatory 
to redeeming it, to require beforehand a certain accumulation of specie in 
the bankSj and I incline to believe also, to make the redemption partial 
to begin with. This might be done by redeeming at first only notes of 
certain dates or denominations, or by redeeming in gold, estimated at a 
higher price tlien par, as was done in England in 1820. 

Contraction is not an agreeable process, for it involves a fhll of prices ; 
and as such a fall is never equal, some property and some people will 
suffer more than others. But so it was in the war, when the unavoida- 
ble losses and burdens to the nation were most unequaUy distributed 
among indiriduals. The restoration of a sound currency is one of the 
duties resulting from the war; it is a tax we have got to pay, and it can- 
not be adjusted with exact equality. The burden of contraction caunot-, 
howeverj at its worst, fall as unequally upon the people as the burden of 
a depreciated currency. With a depreciated money and a fluctuating 
standard of value, the condition of industry can never be healthy. 
. Values are all unsettled, and the fluctuations sudden and violent; both 
labor and capital have irregular employment, and there is a feverish 
habit imparted to all industries. So inseparable are these incidents from a 
depreciated currency, that if the national debt could be paid off to-morrow 
by an issue of legal-tender notes, and there were no considerations of good 
faith or national integrity involved in the question^ it would be a most 
disastrous measure to the country, crippling its busuiess to a degree tar 
more burdensome, in the present Eind in the future, than honest payment, 
according to the intention of the contract. If there is to be any repudia- 
tion let it be by a square refusal to pay the bonds, principal and interest, 
as well as the notes, to be followed by a repeal of the' legal-tender 
act. Large numbers of people would doubtless be ruined, and the national 
credit destroyed; but not more surely than by the greenback methotl 
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of repudiation, which adds the vice of hypocrisy to the crime of dis- 
honesty; whiie, on the other hand, the private business of the country, 
after the first violent shock, would be gradually resumed on a solid basis. 
Tlie lieaviest burden of depreciated money falls upon the poor. As 
you have shown in your annual reports, and as all the evidence still goes 
to demonstrate, the laboring man is the heaviest tax-payer under our 
existing currency system. All the elements of his living have riseu fully 
20 pCT cent, above the rise in his wages. "What capitalist has to suffer 
BO severely as this! And it is not to be forgotten that the capitalist, 
because he is a capitalist, pays his taxes out of his abundance — ^the 
laborer out of his living. It is one of the worst features of a debased 
money that it widens the space between the rich and the poor; to those 
that have it gives more, and to those that have not it takes away even 
what they have. 

I am, very respectfully, your obedient servant, 

GEORGE WALKER. 



Note.— Since tie foregoing letter was issued from the press I bavc seen in the London 
Economist, of December 13, ISC8, the statament of nn estimate of the circulating- medium 
of Great Britain receotly made by Professor Stanley Jevons to the Statistical Society, which 
ia considerably higher than my own. The melhod pursued by Professor Jevons in proBO- 
enting his inquiry is a novel and ingenious one, and the high repntation of the author as a 
Btatlstlciau entitles his conclusionB to (treat respeol. He eatimatcs the gold curreocy alono 
at £80,000,000, the silver at £14,000,000, and the copper at £1,000,000, besides Ibe bullion 
In bank, which he estimates at £ IS, 000, 000 ; making a tptal of £110,000,000, of which 
£89,000,000 are supposed to be in circulation and the rest in hank. The editor of the Scon- 
omiBi considers the estimate of £80,000,000 for gold coin " a maximum figure," and probably 
beyond tlio truth. ProfessorJevons puts ihototalcirculationofcoinQndpaperat£ 134,000,000; 
from which there shoald be deduotetl about £9,000,000 as the average amount of notes in 
(ha banking depatlment of the Bank of England; leaving £ ia5,(KIO,000 aterliiig, or 
§625,000,000, in circulation. This would give ^0 83 a head lo a population of 30,000.000. 

In assnming, on the authority stated, the sum of £80,000,000 as a probable fi((ure of the 
metalliu circulalion, 1 supposed it to include the coin and bullion in bank, as bas niiaallj 
been done in estimating the amount of the precious metals in this country, and I was con- 
firmnd in that impression from the fact that Chevalier, in the passage quoted on page 6, 
makes hia estimate of £60,000,000 to include "the enormous sum wmch lies to-day, exoep- 
tionally, in the vaults of the Bank of Eogland." 

Boswi^, also, in his estimates of the French coinage, includes both that " i« eirealalion 
and in itoeic ;" and in arriving at the amount added by commerce, he inclndes in the impor- 
tations bullion as well as coin. I can see no reason to doubt, therefore, that in his estimate 
of 3.000,000,000 francs ($600,000,000) for France, he includes all either " in circnladon or in 
stock" which had been dedicated to the ofnce of money ; and this ivouid include the coin and 
bullion in bank as well as in drcnlaHon. 

In further examining Eoswag's treatise I find an estimate of the metallic stoclt of Eng- 
land much lower than that given from his work on page 7. Comparing the increase derived 
from commerce — )858 to 1^3 — in the two countries, ho finds that France gained three times 
as much as England ; from which tie reasons that the " monetary stock of France must be 
triple that of England," which would reduce the stock of Great Biilain to 40,000,000 starl- 
ing, or 8300,000,000. 

It will he seen, therefore, that in striving to arrive at a just ostimate on this diSicnlt 
Bubjeot of the stock of the predons metals need as money in Gre-at Britain, I have avoided 
hotli extremes of opinion ; and that I seem to be considerably above ^the most learned and 
Bcientitic of modem writers on the subject. 

My only desire has been to arrive at the true fact, as nearly as it is possible to 1 ad 
from the facts established, to draw the proper deductions. In this spirit I have has n d to 
lay before the readers of my letter the later estimate of I'rolossor Jevons, which I m dway 
between my own and the popular estimates already quoted. I find nothing in i« mp gn 
the correctness of my general conclusion, that the circulation of the United 8 — lc 
and paper — was not inadequate to the wants of the country before the w" - ' •• '- 
liraount now in use is, therolor- '"' 



b, Google 



SPEeiAL COMMISSIONER OP THE EEVENIJE. 



APPEKDIX 0. 

A statement of the indebtedness of the several States ; before the war, (1861 ;) 
at its close, (1865;) and at theprese^it titne, [Decejnber, 18GS.) 

The folio win g summ ary exhibits the financial condition of the several 
States immediately before and ai'ter the war, and at the close of the year 
1868: 

From official sources. 
MAINE. 

State debt December 31, 1860 $699, 50O 00 

State debt December 31, 1865 5, l(i4, 500 00 

State debt December 31, 1868 5, 053, 500 00 

Showin g a reduction in three yeai's of 21.49 per cent., or - 111, 000 00 
Amount of reduction in 1868 of 7.26 per cent., or 37, 000 00 

NEW HAMl'SHIEi;. 

Statedebt June 1, 1861 $31, 663 i)3 

State debt June 1, 1866 4, 002, 070 13 

State debt June 1, 1868 3, 487, 413 00 

Showing a reduction in two years of 12.86 per cent., or 514, 658 00 
And a reduction in 1868 of 6.94 per cent., or 260, 364 00 

TBEMONT, 

State delit 1860-'61 None. 

State debt 1865 *1, 650, 800 00 

State debt November 1, 1868 1, 108, 000 00 

Showing a reduction in three years of 29.21 per cent., or 4S2, 000 00 
And in 1868, 16.27 per cent, or 227, 000 00 



3IASSACHUSBTTS. 

The debt of this State in 1861 consisted mainly of scrip issued to rail- 
roatl corporations, and amply secured by bonds and mortgages paying 
interest. In addition, the State at that time possessed securities and 
property exceeding by more than one million of dollars in value »U ofchier . 
obligations. Massachusetts, therefore, in 1861, bad substantially no 
indebtedness. ' 



The following table exhibits the apparent debt and 
' .s at the specified periods : 



;es of Mas- 



Janunj-y I, 1861 

Jannoi-y 1, J866 

JanuftTf 1, 1867 

November], im7 

Novembor 1, 1S6B 

8 CK 



87, 132, 697 56 
23,047,873 36 
25,520,095 93 
S7,63S,9[e 29 
27,663,935 05 



$8,273,055 83 
]4,793, 009 65 

14.427.586 24 

16.925.587 92 



$8,2.14,864 71 
11,092,509 68 
10,712,339 37 
13,868,672 23 
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RHODE ISLAND. 

State debt iu 1860-'61 Konc. 

State debt in 1865 $4, 000, 000 00 

State debt in November, 1868 3, 140, 500 00 

Sliowingare{luctioniiithreeyearsof31.23pereent.,or. 859, 500 00 

Aiidaredii<;tionfort1ieyearl868ofl3.69percciit.,or. 408,500 00 



State debt in 1860-'61 .... 

State debt in July, 1865 

State debt December 1,1:863. . 



COKHECTICUT. 



None. 
. $10, 400, 000 00 
8,135,500 00 



Showing areduction in three years of 21.77 percent., or 2, 264, 500 00 
And in the year 1868, 3.46 per cent., or 286, 900 00 

HEW YOBK. 

The following table sliows the amount and character of the debt of 
this State at the periods specified : 





Sept. 30, 18m. 


Sept. 30, 1865. 


Sept. 30, 1867." 




827,107,321 48 

6,505,654 37 

570,000 06 


119,424,585 W 

6, 050, !)54 37 

224,000 00 

23,98y,000 00 
























34,162,975 S5 


49,688,539 8G 




Total debt September 30, 186S 



















Deducting the unapplied balances of the sinking funds ii 
.the aggi-egate debt is reduced to $38,864,448 74. 



WEW JERSEY. 



state debt December 30, 1860. . 
State debt November 30, 1865. . 
-State debt November 30,1868.. 



$104,000 00 
3,018,800 00 
2,219,697 30 



Eeduction in three years 26.47 per cent., or. . 



PENNSYLVAHIA. 

The debt oftliis State on the30thofNoYember, 1860, was $37,964,602 02 

Which, dnring the first year of the war, increased to. . 40, 575, 420 60 
This amount, gradually reduced, was — 

April, 1865 39,368,044 49 

November 30, 1867 34, 776, 431 22 

November 30, 1868 32, 799, 786 34 

Showing a reduction in one year of 5.65, per cent,, or 1, 966, 644 88 
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DELAWARE. 

This State, whieh liad no debt in 1860, reports an aggro- 
gate indebteduess in Dexsember, 1867, of $1, 242, 000 00 

State debt December, 1868, above investments 605, 850 00 

MARYLAND. 

state debt September, 1867 $10, 891, 802 00 

State debt September, 1868 (*) 

Against tbis indebtedness, the State is reported to hold productive 
property to the extent of $8,059,487, and a sinking fimd of $1,529,379 — 
the two nearly covering the entu'e amount of the State debt. 

OHIO. , 

State debt November 15, 1860 $14, 250, 173 00 

State debt November 15, 1865 -. . 13, 060, 582 00 

State debt November 15, 1868 10, 529, 675 43 

Eedviction in three years 19.37 per cent,, or 2, 530, 900 fi7 

Eeduction in 1868, 4.55 per cent., or 502, 271 57 



IKDUNA. 

State debt October 31, 1861 $7, 770, 233 55 

State debt Octoba- 31, 1864 8, 687, 960 56 

State debt October 31, 1868 3, 101, 587 33 

Reduction in four years 64,30 per cent., or 5, 586, 373 22 

Eeduetion in 1868 22.92 per cent., or 922, 234 00 



mcniGAH. 

State debt Jannajy 1, 1861 $2, 388, 842 79 

State debt November 30, 1866 3, 979, 92l 25 

State debt November 30, 1868 3, 051, 078 49 

Eeduetion in two years 8.26 per cent., or 328, 842 76 

Eeduetion in 1868 6.45 per cent., or 250, 16?t 21 

ILLINOIS. 

State debt November 90, 186(S $10, 277, 161 36 

State debt December 16, 1864 11, 178, 564 iS- 

State debt December 1, 1866 8, 645, 343 02 

State debt October 15, 186S 6, 988, 453 53 

Eeduetion in two years 30.73 per cent., or.. ,. 2,656,889 4:) 

" Tho amonnt of the debts of tliia State in 1866, althongli promised, Ti as not jet leeii 
Mceived, December 31, IBGB. 
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WISOOKSIH, 

State debt Januaiy 1, 1801 $100, 000 

State debt December 31, 1865 2, 692, 467 

State debt November, 1868 2, 253, 000 

Eeductson in three years 16.21 per cent., or . : 440, 467 



Of the remaining debt the greater portion is held by the school fund 
of the State. 

MmNESOTA. 

The debt of this State in 1860 was §250,000; and in 1866, $350,000} 
which last amount was increased in 1S67 by the contraction of a loan oi 
$100,000 for the pui^poae of erecting public bnUdings. This aggregate 
of $450,000 was reduced in 1867 to #326,000, through the redemption of 
$125,000 by the State sinking fond. 
State debt November, 1868 $300,000 

IOWA. 

State debt in 1860 $200, 000 

State debt in 1865 500, 000 

State debt December 31, 1868 300, 000 

Seduction in three yeara 40 per cent., or 200, 000 

MISSOURI. 

State debt in 1860 $24, 734, 000 

State debt in January, 1865 37, 000, 000 

State debt December 31, 1867 26, 000, 000 

State debt October 1, 1868 20, 557, 000 

Reduction in foiu^ years 44.44 per cent., or 16, 443, 000 



Deducting bonds loaned to Hannibal & St. Joseph raih'oad, $3,000,000, 
the aggregate State debt is reduced to $17,557,000. 

KEHTUCEY. 

state debt October 10, 1861 $4, 729, 234 

State debt October 10, 1865 5, 254, 346 

State debt October 10, 1868 3, 619, 191 

Eeduetion in 1808 21.51 per cent., or 993, 008 

KAMSAS. 

This Stat«i had a debt in 1860 of $160,000; iu 1865, of $452,975; and 
in 1S67, of 8819,975. In addition to this the legislature of 1867 made 
provisions for the payment of claims arising from the Price raid, and 
the Indian expedition of 1864, amounting to about $300,000. The State 
debt November, 1868, less treasury resources, was $974,882,42. 
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NBBEABKA. 

This State had a d^bt of aliont S28,000 on October 31, 1868; bnt aa 
the cash theu in the treasury amounted to S(i7,810, a considerable surplus 
remained. 

CALIFORNIA. 

State debt in 1864, $5,290,640; expended since then for war and other 
extraordhiaiy purposes, $3,807,363; total funded debt December 2, 1867, 
15,126,500. 



itate debt December 1, 1868 

JReduction in one year 8.4 i)er cent., or. . 



$4, 605, 500 
431,000 



GEORGIA. 

State debt in 1860 *$2, 070, 750 

State debt in 1867 6, 000, 000 



' the State over. aU liabilities. 



The treasurer reports the s 
$5,751,965. 

LOUISIANA. 

State debt in 1860 *$10, 023, < 

State debt in 1868 13, 566, i 



This amount includes $1,174,500 worth of State bonds held by the trust 
fund of the State, thus reducing the State indebtedness to $12,391,736. 



MISSISSIPPI. 



State debt in 1860 

State debt in 1868, about . 



None. 
$200, 000 



ARKANSAS. 

State debt m 1860 »S3, 092, 622 

State debt in 1868, about 4, 577, 081 



TENNESSEE, 



State debt in I860.. 
State debt in 1868.. 



From unofficial sources. 



*$10, 643, 606 
3G, 000, 00& 



Tirgima 
North Carolina 
Soath Carolina 
Flor ai 
Aliha Q8 
Tesas 
Oiegmt 



5 048 000 

5=. 372 



$45,119,741 

11, 43:!, 000 
8, 37a, 255 
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APPBHDIX D. 



TAB LE S 



IHE eOMPAUTITE COST OE PBOTISIOSS. GEOCEEIES, DOMESTIC BH GOODS, 

HODSE BENT, ETC., IN THE MANOEACTUBING TOMS OF THE ONITED 

STATES IJl TEE BEStECTIVE YEAES 18e0-'61 AND 18Cr-'l8i 
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A comparative table, showing tlte weekly es^enses offamiUes of worhmen m 
the United States in 1867, and in Bel^um m 1853. 





Families consisting of — 


Articles. 


TwoadultB and 3 children. 


Two aaulta and 4 children. 




Unit' d Stales 


Belgi«m*. 


Unit'dStates- 


Belgium*. 


Biea^ and flou 
Ment, fro&h and sailed 
Butter find tarl 


If 

1 f. 
41 
SO 
4 
4 
4 

4h 
J4 
'( 

3 d'^ 


'^1 13 

"hi" 
"io" 

■■f 

"27"" 

"57" 
40.i 


53 79 

3 56 

1 64 

33 

1 2G 

51 

34 

32 

41 

31 

90 

63 

1 J3 

30 

1 33 

3 14 


SI 37 


64^ 


Sngar, molassps spices vinegar &,c 


Si 


Coffee and ehicory 
Soap and Blatch 
Milk.. 

Eggs.. 


15 
9 
10 


63 


Fuel... 

Oil or other light 
Other articles 
House rent 


27 


98 

m 


Total, exRept clothing 

Aad 20 per cent, for advanee in prices 


15 03 


t3 79 
70 


17 79 


i3 86 














4 05 

10 47 
























15 03 


15 03 


J7 79 


17 79 



* In United Statss cnrrei 



^ponnosfniasa.' i 
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APPBlfBIX E. 



TAB r.E S 



THE AVERAGE WEEKLY WAGES OK EARNINGS OF WOEKMEN EMPLOYED IN 

THE MANUFACTURING ESTABLISHMENTS OP THE UNITED STATES 

IN THE EESPECTI7E YEAKS J86ft-'6I AND lS67-'6a, WITH THE 

PERCENTAGE OE ADVANCE IN THE LATTER YEAR ; 



E AVEKAGK WAGES PAID TO WOaSMES IN SIMILAR ESTABLISHMENTS H 

6HEAT BKITAIS, WITH THE PBRCEKTAQB OP EXCESS IS THE RATES 

PAID Di THE U SITED STATES OVBB THOSE IN EOROPB, 
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COTTON MILLS. 

Table ghoiring the average rales of aages paid lo persona employed in the cottort mills of the 
United States ia the respective years 186U-'()J, aad i867 ; also thji percentage of increase in 
the latter year. 





.y^... KATE, OP ...... 0. .....™. ^«, WE.K. 


I 


Occupation. 


.M.._. 


In New Bnginoi 




OS... 


u"^8ttlls! 




^">r 


:..,, 


ln_lB60- 


im3G7. 


,.,- 


in 1867. 


IiilBBO- 


,..„ 


1 


""»•■ 


|ni8 

5 00 
3 81 


^33 


?13W 
354 


$17 |1 


$9 58 
367 


$18 30 

8 84 
S75 

5 16 


*^7^ 

8 46 
3BS 


$17 BO 

10 SJ 
309 

8 9K 
















SpeedKr lenilets 


tl 




5 17 
16 65 

650 
5 10 

E93 
909 


10 75 
9 69 

13 63 


1188 

5 57 
TIB 

TCS 
8 70 


937 

10 90 
5 18 

4 71 

13 66 
10 73 






5 55 

3 13 

'■'3 48 
723 

11 

4 50 

9 3» 
BO. 

493 


10 04 
13 17 

HIS 
9 60 




■ •"•™- 




















»■-"•• 




















DrswersnndtifaUrs 




™™.. 






































357 




C^HO0«,^C. 














2 44 


483 
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COTTON MILLS. 





.r.B...WE.K..W...,0«Z..M»0.. 




lutbetlnltedSlates. 


InG^atBHt^.. 


|s 


Ocoopation. 


f 


i 

i 

f 


1 

1 
1 

s 


ill 


ill 


"""•■ 


93V 


S13 57 

4 84 

5 15 
653 


1 V5 
150 


$7 07 
































Dm ri d w tan 

O ae 

Eg 
La ren 


33:08 
45.34 


J5» 


si 


3:1: « 











m redneed In 1868, the oTeraj 



!£ paid JD tbet j'esr over tboee la Eng 
'iKlvBB In the cotton ndlls of the Uiiil 
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WOOLLEN MILLS. 

TiiUe slioicing tlie avrragt rates of vmS' s paiil to persons nuployed in the tcoollen milts cf tht 
fjiiled Slates in the respeclijie t/ears 1«60-'G1 a«d IS67-'B8, UJiiA the percentage of increase 
in Ike latter year; also the rales paid in Ertglavd, with tile percentage of excess in tin: rates 
paid in the United States over that counlTt), 





.V.U...W..KLTW....On..K»,K«.. 




i.k™... 


i.k™vo.. 


Id Ke» Ui)e- 


1 


1 

P 

1 


Id Eislond. 


II 


Occupalion. 


1 

If 
1 


sis 


1 




% 


s 


5 


i 

s 


i 


1 


Warp^Ti and beamera 
B here 


$8 05 

8 50 

5S5 
S48 

S25 

9 31 
13 50 


IS 43 


t7 53 
7 75 

500 

4B8 

5| 

6«0 
3 63 


til CO 

11 as 
iai3 

838 
4 5H 

10 69 
850 

13 00 


$7 84 
8 13 

^7M 

533 
350 


$11 8B 
1136 

988 

ii 


38.33 
(51.45 

saoo 

87,48 
56! 04 

74:84 

sase 
4e!s8 

67.50 
60 6« 


18 47 
3 04 
SB9 
3 01 

CEO 
5 54 


$6 00 

5 00 
10 BO 


$6 60 
1100 


28,33 
33,65 


550 
lOUO 


005 


3:1,3s 
9.46 


8 25 

550 
5 00 


5 78 


saw 

4a 15 
31: 00 


QndVnrd bauds 


7 50 
450 


8S6 


asiso 












if nagea paid in lbs Uulled Stutos ovoc iboie 
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WORSTED MILLS. 

Table slioiriiig tlie comparative rales of vieekly icages paid in the worsted mills of Massacko- 
setts ™ the respectine years 1880-'t)l and ISfiT, also in England im J866. 



0........... 




li 


1 


ll 
1 


II 


lis 


Si 




iseo-'isi. 


TBBV. 


P€ir c'i. 


XSiiT. 


IZr' 


Eqnula 
to— 


Perc't. 


—"»"«""""•■-• 


6 51 


mm 

9 on 

5 75 
2100 


es 

9S 
70 

64 


SSBB 

4 11 

17 14 

763 


$100 


tVTO 
8 75 












Gillt>o-;BnddmTTinBh»aa» 


...femska. 


43 








450 


3 3S 
































—-"'--■*- 








LiiljorerH, watrliinen, and yaia ha 











{ Bl the rsles paid in tbe Uuil 



Ld gold) Dier those lu Englaiitl in 18R0, 5S per 



SUGAR REFINERIES. 



„ 


-;r 


weolilj 


1 
III 


1 

1 


ii 






1B.0-.5I. 


IS«. 


m 




J13 00 

eclo 


82150 


65.39 
69^0 


";i 

6 7S 


S8B5 
4 37! 
4 375 
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IRON EOLLIHQ MILLS. 



jmpaTiaon of lite earnings 





^™fn 


^vjckly 


Is 

la 
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1 

i 

i 

1 


1"^ 


.Sfe 

1 = 


"•""••■ 


1 


1 


III 




$13 37 
WW 

Ji 

18 so 

II 

BOT 
S80 


11 

18 11 
J4«6 


II 

99:31 

8a! 94 
120:57 

49.52 

55:00 


1! 

14 18 

loan 


15 00 
BOOS 

IS 60 









































































































Av™! price^'piiadU^lnlhe Npw Inelaaa nnirMiadlo sialea tn 1887," fS 83 pet ton ; inie68, JS pe 
Tho prleei for pudallne, rolUng, ftt, baTlnu aeuJlnfd in 18B8, the Bvera«e Inoreane of 18C8 over ii 

te^ q^DDCo OTor 1860 In tholjOBt of makliig iroji, la belioved lo be abont 7S pu-f ceol. 

' -■ " ■■■ -Mn (both in gold) ia«- 



[For I 



pnddllDelnEnn 









to page 69 ottbo report.] 



STEEL WORKS. 








Average weekly enjniBgB 


1— 


Ocoup^ilion. 


Rttiibure, 1867-'68. 








C„.^... 


Goia. 


jiM 


C t 


33 60 
13 00 


JIS93 


11 


S.93 










Mdtor 

































sbnrg over those of Shaf&ela, 83.33 
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HARDWARE MANUFACTORIES. 

Taile shotning the average ineeklg aages of persons empiojfed in the hardiBare manafactOTUs of 
ike L'aited Slates in !M6ll-'6l and JS67, milh the jierctntage of imrrcoac in the la>ttT lear-; 
also the rates in similar tslalilishments i« Great Britain in ISBG, compared leith those of the 
Vnued States in 1867. 







....... 






.,K.,... 


...... 
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=1 

III 


Si 
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[ill 


Monlders 


6 61 

7 99 

10 50 

laoo 

964 
15 06 


t3J8 
38 

a 16 

50(1 

oeo 

15 00 
13 80 

IS 00 

5 61 


56! OH 
«.09 

54.01 

45.!i0 

en! 00 

56.* 93 

laso 

51.69 

35:4s 
aj.io 


^4| 
6 6B 

1<: 

9 96 

li 57 

11 79 


(7 50 


S5.46 














6 26 










5 -a 

6 71 








GriDdeni - 
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MANUFACTORIES OF EDGE TOOL3. 

Tahle shaicivg Ihe average meekly earnings of persaKS employed in laam^actorieii qfeJae tools 
is the United States in 1860-'6i and in IHQJ, leith tha ptreenlages of increase in tlic latter 
year; also tlie compai-utiee rates is simUar estMislnaents in Shield, Eagiasd, in ]ti(i6~'G7. 
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L.K.K 
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OcuupatiouB. 


1 

i 
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1 

1 

a 


u 

IS 

1 


.3 


1 
1 


5 . 
11 

il 




$13 50 

ii 

10 50 
13 00 


Snso 

18 00 


aasT 

SRBS 

11 


$13 50 

ill!) 
IS 00 


$8 50 
6 50 

5 5U 

11 
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lings in the United States over EugUmd... 



MANUl'ACTORIES OF AGRICULTURAL IMPLEMENTS. 

Table showing tbc average rale of wages paid to persons 
cnltnral implements in Ike United States in the teapectivi 
the percentages of increase in the latter year. 





Ayer'gQ weekly enmlfl 83. 


a 


Oocnpalioii. 


i 


i 






$10 H7 

13 23 
13 12 


$17 99 
3196 
































^nflera 


sau 






Ckrks 


rlsT 
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FIEE-AEM8 MANUFACTOEIES. 

Table showing the arcrage veeMg icagc$ or ertrainga of persons employed in Jire-'irms matiu- 
faciories in lite years ia60-'61 an'l 1887, aiilk the percentages of ivytiase in tlie UUer tfcar; 
also a comparison with llic rales paid in Easla-ad in iWoG. 





Average weekly 
UuHsd StntoB.' 


|S.. 


-n 
1:1 
liii 


1 






li«.--61. 


^m. 


JIJ 




12 00 

II 

12 87 

13 50 
SO 00 


$17 19 

IS 59 
18 00 

ao»6 

30 00 


i 

43 

38 
30 


15 5a 

6 CO 


fiooo 
10 00 


























8 75 


















































4 50 



















id Sharp's mBunfactorlos in Boil 



wndyea !a Iblsjirw 



», 5Ij4 miiidH employea 1 



:., BijniFBlent Id 09 centu In gold. The arsTBga weekir esralosB (In goldl i" tl 
s follows: In Prance So 9i, In EngLma P 7S, and in flis Uniled Steteajisa; 



SAW MANUFACTORIES. 





Avoraee weeklj' codings in — 




Occupalions. 


United etotea. 


IB 
{i 


1 


ShefSeld. 


tii 




18.C.-61. 


iE.7--6a. 


186S-'67. 


m 




1167 

"so 


Jsjoo 

0^2 


67 
SO 
i6 


*17 8! 
8 21 


3 50 





































BuelandiBl8G6-'C7, 5! 
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GAS WOEKS. 

Tatlc sieidiig the ovtroge jBeehly vages paid to persons employed in the gos woThs of the 
Vrntr-d StiilfS in ihe ntptclice yems 18t(l-'61 and lg67-'68, vrilk the pcrcenWges of incrcose 
in thf.l"ll-rye''T; oho ihc fates paid in Gi-eat Britain in !M6, as compereil with tliose in 
Ihe United States in 1867. 







A,. 


■age weekly Dnraiiigs 


,.- 


„„„.»... 


Unitea 


Statea.' 


111 


I2 

--a 


Is 

11 
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^m-'t^. 
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tnas 

13 13 
9T0 


8) 
68 


13 93 


$8 75 






















8 25 

ess 









































I CbleSy la Eilliibargh ami Li 



LEATHER MANUFACTORIES. 

Tahfe skomn^ the average vtenldfi joages paid to persons employed in n, 
in the Vnitat States in lHfil.-'61 and in 1867 ; also ihe rates paid ij 
compared with those in the United Stales in 1867. 
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GLASS WOEKS. 

Table shotting Ihe average earnings of pereons emplaysd in glass mtrks of Ike United Slates in 
Ike years ia60''6l and 1867-'6S, wilk ihe percenlsges of increase in the la teryear; oiso the 
earniiigs is glass vxirks qf Ejigiand in i8B6, compsied leitk those in ike Unileii Sintes in ISfiJ. 
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FLINT GLASS WOEKS. 



crease in the latter year. 
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KEPORT OF THE 
FELT-HAT MANUFACTORIES. 
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SILK-HAT MANUFACTOEIES. 
Tabic slwwitig the averoge weekly earnings of ■persons employed in »ilk-hat 
Philadelphia in 1867, ond of Glasgoie in 1860. 
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PAPER MILLS. 

Tatle shoainy the average tcechly wages paid to persons employed in paper mills in the United 

States in the respectiiie years ll<Gi}-'l5i, and IBCT-'fia, icith tiK pcreeiitagi: of increase in the 

lat'eryear; also tlie rates paidia Scotland ia ISdS, v:ith the percenlase of advance ia the 

Vnited States. 
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special cojunssioner of the eevenue. 16'j 

ship-bu:lding. 

Table ahaviing the avarage vxeklyieages paid to persons engaged in ship-haildingintliB United 
Stales ia I8ii0-'61 and 1867-'68, loitk the pereentagc of increase in tlie liittr.r year ; elso the 
rates paid in Greal Brilatn in 1866 as compared loKft those ia the V-ited Stairs in 1867. 





,.. 




A. 


e...wo.ia.wn^. 


„- 




Ocoupfl 


UnilEfl 


...u.. 




G 

1 

1 


1. 

p 


11 




iafi«-.m. 


isiiv-'ea. 


|i.6 




*j3 00 

era 
10 00 

liOO 


*18 00 

10 so 

12 00 

10 00 


55 
33 


750 
1,07 


$7 W 


























1 








.„...„. 

















































>f wa^e« id Rb1p-yard4 hi IS 



rl860-'6l, 6l.&3pf 



In other branches the average increase of wages in 1867 over those in 
1860 were as follows: in manufactories of chemicals, (iu Philadelpiiia,) 
CG per cent. ; of docks, (Connecticut,) 78 per cent. ; oif leather heltiag, 
77 per cent.; of machine card clotlmig', (Massachusetts;) 75 per cent.; of 
sUk trimmings, sewing silk, &c,, (Paterson, New Jersey,) 9i per cent.; of 
cotton hosiery, (New Hampshire,) 50 per cent., and of railroad cars, 52 
per cent. 

In the town of Zanesville, Ohio, skilled mechanical labor has advanced 
since 1860 on an average from ^9 to $15 per ■week, or Cfig per cent,; 
while in unskilled labor the increase has been from $6 to $9 per week, or 
50 per cent., and the earnings of miners from $11 25 to $15 75, or nearly 
40 per cent. 

The average advance ia the rates of agricultnral labor, in the same 
period, in tiie States of Massachusetts, Kew York, and Ohio, was 60 per 
cent. ; and this was abont the average in the Ifew England, the Middle, 
and the older Western States, 

In the building trades, such as carpenters, bricklayers, plasterers, 
painters, &c., where the men work by the day and are not constantly 
employed, the i-ates of wages are not given, as they differ so widely in 
different localities, owing to the vai'ying demand for and supply of such 
labor, and to strikes and local causes, that no fair average rates can be 
given. Indeed, it is impossible to give the weekly or monthly earnitigs 
of men who are not eonstantly employed. Por instance, a house-joiiier 
may obtain, diu'ing part of the year, $4 or $4 60 per day, and miother 
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